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HIGHLIGHTS — 


Revenues (thousands) 
Natural gas 
Electric 
Other 


Total 


Net earnings from operations (thousands) 


Fully diluted earnings per common share* 


rl 


Dividends paid i 
on common shares (thousands) 
per share 


Capital expenditures (thousands) 


Customers at year-end 
Natural gas 
Electric 


co 19T] 


$318,707 


93,934 
2,732 


415,373 


35,168 
1.61 


14,417 


8525 


97,527 


428,438 
106,855 


1976 


$216,503 
78,133 
1,229 


295,865 


27,491 


1.55 


11,014 


.7650 


86,354 


400,474 


99,629 


*Does not include a non-recurring loss of $1,592,000 or $.09 per share in 1977. 


CORPORATE STRUCTURE © 


Canadian Utilities Limited 


CU ENGINEERING LIMITED. 
Engineering Services. 


ALBERTA POWER LIMITED. 

An Electric Utility. MN 
Subsidiaries: The Yukon 

Electrical Company Limited 

and Yukon Hydro Company 

Limited. 


CANADIAN WESTERN 
NATURAL GAS COMPANY 
LIMITED. A Natural Gas 


Utility. 


CU ETHANE LIMITED. 
Petrochemical Feedstocks. 


4y' 


Increase 


$102,204 


15,801 
1,503 


119,508 
7,677 — 
06 


3,403 


0875 


11,173 


27,964 


7,226 


CU RESOURCES LIMITED. 
Resource Development. 


NORTHWESTERN UTILITIES 
LIMITED. A Natural Gas 
Utility. Subsidiary: Northland 


\ ‘ Utilities (B.C.) Limited. 
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TO OUR SHAREHOLDERS 


Alberta experienced the highest rate of 
economic growth of any of the 
provinces in 1977, and has excellent 
prospects of doing so again in 1978. An 
expanding population and new 
investment in industrial and 
commercial projects will provide a 
healthy environment for the continued 
growth of natural gas and electric 
services provided by the company. 


The upsurge in oil and gas drilling 
activities in the province, following 
actions by the provincial and federal 
governments facilitating greater cash 
flow for such purposes, has now been 
reinforced by some encouraging 
discoveries. Concerns regarding gas 
supply to other parts of Canada have 
been given some welcome relief and 
Alberta’s dependence on natural gas for 
more than 50 per cent of its energy 
supply seems even more secure, so long 
as the present safeguards continue to be 
observed prior to authorization of 
additional exports from the province. 


Unfortunately, no segment of the 
economy has been more affected by the 
inflationary spiral of recent years than 


2 


the electric and gas utility industries. 
The rapid and substantial increases in 
the price paid to producers for natural 
gas and rapidly escalating operating 
expenses have been accompanied by 
the added costs of providing for 
protection of the environment and the 
higher costs of new capital financings. 
To a degree, the company’s natural gas 
customers in Alberta have been 
shielded from the total impact of these 
increases through a provincial rebate 
on natural gas supply costs that in 1977 
amounted to $62 million. Also, by 
legislation, nearly all of the federal and 
provincial taxes on income paid by the 
utility companies are returned to the 
consumer of utility services. 


Every effort has been made to keep the 
costs associated with meeting the 
increased demands of a rapidly growing 
service area under careful control. 
Where it has been necessary to request 
an increase in rates, applications have 
been made promptly to regulatory 
agencies. These agencies, of which the 
Alberta Public Utilities Board is of the 
greatest significance, have shown a 
continued understanding of the 


importance of balancing the interests of 
the consumer and the shareholder in 
determining the revenue requirements 
of the company’s utility subsidiaries. 
Not all rates have increased. A decrease 
in the rates charged for electric utility 
service to residents of Fort McMurray 
was recorded in the year. 


As a consequence of the Athabasca Tar 
Sands development, Fort McMurray 
has now become the largest community 
in our electric service territory. 
Formerly dependent on diesel powered 
generation, a landmark event was 
observed when the town was tied in to 
the provincial power grid during 1977. 
The community is also served with 
natural gas by the company. 


Net earnings from operations increased 
four per cent in 1977 to $1.61 a 
common share, before providing for an 
extraordinary charge of nine cents a 
share. The outlay in support of an 
application by Canadian Arctic Gas 
Study Limited to construct a northern 
pipeline was charged to earnings as an 
extraordinary item following rejection 
of the application in the year by the 
National Energy Board. 


Warmer than normal winter weather 
was again experienced in the year, 
causing the actual return on equity for 
the natural gas subsidiaries to fall short 
of the levels approved in regulatory 
decisions. Net earnings from operations 
attributable to common shares 
increased 17 per cent in 1977 to $27.7 
million. However a higher average 
number of common shares in 1977 
reflects the issue of shares late in 1976. 
The fourth quarter common share 
dividend was increased from 21 cents 
to 22/4 cents providing an annual 
increase again consistent with the 
company’s stated policy. 


Capital expenditures of $98 million 
($86 million in 1976) were at a record 
level as construction commenced ona 
375-megawatt addition to the Battle 
River Generating Station. Completion 
of the $242 million unit is scheduled 
for 1981. 


It is interesting to note the growth in 
our total plant and equipment in the 
last three years, and the additional 
capital that has been required to 
finance this growth. Gross plant has 
increased 45 per cent from $539 


million at the close of 1974 to $780 
million at the end of 1977. In this short 
three-year period, investors have 
provided $247 million of which $72 
million has been invested by the 
company’s common shareholders. The 
ability to attract new shareholders has 
been particularly gratifying. As a result 
of the broader distribution and greater 
interest by investors, the year 1977 saw 
trading activity in the common shares 
that was greater than the total trading 
of the previous two years combined. 


In 1977, a private placement of $25 
million of 97/3 per cent debentures, 
1977 Series was made in September 
and a $30 million issue of 7.30 per cent 
second preferred shares was completed 
in November. 


The non-utility operations of the 
company represent a small part of the 
total to date. However, satisfactory 
progress in the year was made by CU 
Engineering Limited; and the plant 
being constructed by CU Ethane 
Limited and Dome Petroleum Limited 
is nearing completion with deliveries of 
ethane expected to commence before 
the end of the first half of 1978. CU 


Resources Limited carried out a 
successful drilling program to prove up 
reserves in the Buffalo Creek heavy oil 
field east of Viking, Alberta. 


The Board of Directors was 
strengthened by the election of three 
new members at the annual 
shareholders’ meeting on April 21 — 
Ronald D. Southern, President and 
Chief Executive Officer of ATCO 
Industries Ltd., Charles N. W. 
Woodward, Chairman of the Board and 
Chief Executive Officer of Woodward 
Stores Limited, and Kenneth A. Biggs, 
Senior Vice-President, Finance, of CU. 


The progress of the company is due to 
the continued efforts of its qualified and 
dedicated employees. Their 
contribution deserves special praise. 


On behalf of the Board of Directors 


eect 


J. E. Maybin/hairman and 
Chief Executive Officer 


ee aed 


E. W. King, President 
February 9, 1978. 
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In the chart above natural gas revenues include only 
those resulting directly from the sale of natural gas. 
Natural gas revenues per financial statement include 
other miscellaneous operating revenues. 


Both of the company’s major gas utility 
subsidiaries conduct extensive drilling 
programs in search of new reserves of 
natural gas. Gas produced from company- 
owned wells is used primarily to meet peak 
requirements. 


NATURAL GAS OPERATIONS 


The company’s two main natural gas 
utility subsidiaries are Canadian 
Western Natural Gas Company 
Limited, serving the southern half of 
Alberta, including Calgary and 
Lethbridge, and Northwestern Utilities 
Limited providing service to Edmonton 
and the north-central region of the 
province. Together the two companies 
supply more than 70 per cent of the 
natural gas consumed in Alberta. A 
Northwestern Utilities subsidiary, 
Northland Utilities (B.C.) Limited, 
serves Dawson Creek and district in 
northeastern British Columbia. 


At year-end the companies had a 
combined total of 428,438 customers 
in 260 communities and in rural areas. 
A record 27,964 new customers were 
connected during the year. Canadian 
Western welcomed its 200,000th 
customer and three additional 
communities, Carseland, Indus and 
Langdon. 


Sales 


Natural gas sales volume rose 11 per 
cent over the previous year to 288 
billion cubic feet. Industrial 
consumption, which in 1977 accounted 
for over one-half of total sales, was up 
18 per cent over 1976, primarily 
because of two new customers, 
Canadian Fertilizers Limited in 
Medicine Hat and Cominco Ltd. in 
Carseland. 


Offsetting to some extent the growth in 
sales volume that would be expected 
from an increase in customer numbers 
and expanded industrial activity, was a 
decline in unit sales to residential and 
commercial customers. In terms of 
degree days, a measure of space 
heating requirements, 1977 was 


warmer than normal (see page 7). 
Also, an increasing portion of new 
housing in the province is made up of 
row housing or mobile homes which, on 
the average, have a lower gas usage 
than has been experienced historically 
for residential customers. Moreover, 
the rapidly increasing cost of gas has 
made consumers more conscious of 
energy conservation and has 
contributed to a drop in gas usage. 


Billions of Per Cent 
Cubic Feet of Total 


Industrial 148.0 51.4 
Residential 66.8 Zoee 
Commercial 66.2 23.0 
Other 7.0 2.4 
Total 288.0 100.0 
Rates 


Revenues from natural gas sales rose to 
$318.7 million in 1977 from $216.5 
million the previous year. The increase 
is largely the result of rate increases 
allowed by the Alberta Public Utilities 
Board to cover rising gas supply costs. 
The chart that follows shows how gas 
supply costs and other expense items 
have grown in comparison to gas 
operations’ contribution to earnings. 


Although 1977 revenues were $236.7 
million greater than the $82 million in 
1973, all but $4.7 million of this 
increase was required to cover 
increased costs of operation, including 
interest expense and dividends on 
preferred shares. An increase in 
earnings attributable to common shares 
during this period has been required to 
provide a reasonable return on the 
increased investment by common 
shareholders. 
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Annual feet. The Alberta government budgeted 


Gas Operations Earnings Contribution Geni 
$105 million for the plan in 1977. 


Rate 
1977 1976 1975 1974 1973 1973-1977 Gae Supply 
(millions of dollars) (per cent) 
Natural gas revenues 318.7 2165 141.8 91.2 82.0 40.4 In 1977, the cost of gas supply, by far 
Operating expenses the companies’ largest expense item, 
Natural gas supply 221.2 1347 708 40.2 35.9 was $221.2 million compared to 
Operating and maintenance 42.89 36135 eee ee $134.7 million in 1976. (These figures 
Taxes — other than income 18.1 14.3 9.6 6.2 5.4 do not include gas supply costs shielded 
Depreciation 7.2 67 #469 65 6.1 by the provincial government under 
289.3 192.0 116.4 741 65.7 449 The Natural Gas Price Protection Plan.) 
Operating income 294 245 254 17.1 163 15.9 pea am Deh en at of vi 
; . natural gas are oil fields where solution 
ater cae eae pis on ae 2 2 ee gas, extracted in conjunction with oil 
production, is gathered and processed; 
14.4 120 144 8.8 es oe gas fields from which wet gas is 
Net earnings 15.0 125 11.0 8.3 7.9 17.4 gathered and centrally processed before 
Prefemed dividend delivery to pipelines; and dry gas fields 
requirements 1.4 1.4 9 9 from which gas can be introduced 
Bolan oetriborble almost directly into pipelines. Volumes 
to common shares ebys ae OG HO 139) of gas are also purchased from export 
companies and other natural gas 
tere nen 75.5 683 60.2 55.4 53.5 9.0 Sica Mr eerie iis Inet khicer, 


Canadian Western submitted 
applications to the Board for increased 
rates to be effective January 1, April 1 
and August 1, 1977. The January 
increase was necessary to meet 
continued inflationary pressures on the 
costs of wages, materials and supplies, 
and higher costs of financing capital 
expenditures. The April and August 
increases were needed to recover the 
increased costs of gas purchased. This 
increase is net of the rebate received 
under the provincial government’s 
Natural Gas Price Protection Plan. 


The Board confirmed the revenue 
requirements of $150.8 million 
requested in the initial application and 
also approved the April and August rate 
adjustments. 


During the year Northwestern Utilities 
submitted two applications for 
increased rates to be effective May 1 
and August 1. Both submissions were in 
response to increases in the price of 
natural gas; however, the August 
adjustment also covered the higher 
costs of wages, materials and supplies, 
peak-load gas purchases, royalty 
expenses on company-owned 
production as well as higher financing 
costs. Interim approval was granted in 
each case and a final decision on 1977 
rates is expected early in 1978. 
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Late in 1977 both companies made 
application to the Board for a change in 
cost allocation and rate design 
procedures to permit a common rate for 
each class of customer served, 
regardless of location in the companies’ 
market areas. Hearings on this issue are 
scheduled for early 1978. The 
companies made several other 
submissions to the Public Utilities 
Board and the Energy Resources 
Conservation Board on various matters 
of concern to the companies and their 
customers. Among them was a request 
for a change in the treatment of income 
taxes; a response to an inquiry called 
with respect to the regulation of Alberta 
Gas Trunk Line Company Limited; and 
others in connection with export 
hearings and Alberta’s 30-year energy 
requirement hearing. 


Since 1974 the Alberta consumer has 
been shielded from the full impact of 
rapid natural gas price increases by a 
provincial government rebate plan, now 
known as The Natural Gas Price 
Protection Plan, under which the 
province pays the difference between 
the field price and a ‘support price’ set 
by the government. At December 31, 
1977 the field price was $1.09 a 
thousand cubic feet and the support 
price was 73.75 cents a thousand cubic 


company-owned gas properties are a 
significant source of supply for meeting 
peak requirements. 


As gas producers, Canadian Western 
and Northwestern Utilities participate 
in border-flow-back funds. Under the 
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border-flow-back program, which is the 
result of an agreement between the 
provincial and federal governments, all 
Alberta gas producers receive a pro rata 
share of the extra revenues generated 
by the differential in price between gas 
exported to the U.S. and that marketed 
in Canada. The Public Utilities Board 
has agreed in principle with the 
companies that these funds may be 
used to finance unsuccessful 
exploration for natural gas. During 
1977, Canadian Western took part in 
the drilling of 13 wells, all of which 
were successful; Northwestern Utilities 
was involved in the drilling of 40 wells 
of which 28 were successful. Total cost 
of the drilling program was $7.3 
million. The costs of the unsuccessful 
wells will be charged against border- 
flow-back, subject to the approval of 
the Public Utilities Board. 


Company geologists’ latest estimates 
indicate that the utilities owned 736 
billion cubic feet of gas and had under 
firm contract another 3,205 billion 
cubic feet. An additional 2,992 billion 
cubic feet will be available for future 
purchase from fields where estimated 
gas producing life exceeds the term of 
the companies’ existing gas purchase 
contracts. Agreements also exist which 
enable the utilities to call upon major 
gas exporters for very large quantities 
of base-load and peak-load gas. 


New Construction 


Capital expenditures for the gas utilities 
in 1977 totalled $38.8 million 
compared to $39.4 million in 1976. 


Canadian Western carried out a number 
of transmission system projects 
including the installation of 14 miles of 
six-inch line between Fort Macleod and 
Granum; replacement of 9.5 miles of 
16-inch line between Monarch and 
west Lethbridge and replacement of 
two miles of 16-inch main line within 
Calgary’s city limits to accommodate 
construction of new roads and 
subdivisions. 


Northwestern Utilities completed the 
final 11 miles of its 60-mile, 24-inch 
transmission line from Homeglen- 
Rimbey to Edmonton. This line 
terminates at the Dome Petroleum/CU 
Ethane plant (see Other Operations, 
page 12) where ethane and other 
hydrocarbons will be stripped before 


the still methane-rich gas is fed into 
Northwestern’s distribution system. 


Other capital projects were undertaken 
to expand the distribution system to 
accommodate the record number of new 
customers. There were also additions 

to service facilities and equipment. 


Market Growth 


Alberta’s population has been growing 
at a rate of 2.3 per cent annually in 
recent years and is now about 1.9 
million. While growth in the Calgary 
and Edmonton metropolitan areas has 
approximately equalled the provincial 
rate, in the smaller urban communities 
populations have increased 4.3 per 
cent. It has been a policy of the Alberta 
government to encourage growth in 
smaller urban centres, partly by 
decentralizing some of its own 
operations. 


In the principal communities within the 
gas utilities’ service territories — 
Calgary, Edmonton, Lethbridge, Red 
Deer, Fort McMurray and Grande 
Prairie — building permits with a total 
value of $1.7 billion were issued during 


1977, an increase of 31 per cent over 
1976. 


Construction valued at $820 million 
was initiated in Calgary, up 84 per cent 
over the previous year. The number of 
permits for office buildings was double 
that of 1976. 


Edmonton issued permits for $628 
million in new projects, up from $618 
million in 1976. The Edmonton figures 
do not include the value of work in 
progress on Commonwealth Games 
facilities or the city’s rapid transit 
system. The Commonwealth Games are 
to take place in Edmonton, August 3 to 
121978. 


With the Syncrude Tar Sands 
extraction plant nearing completion, 
construction activity in Fort McMurray 
declined to $72 million from the 1976 
total of $89.7 million. 


Lethbridge issued permits valued at 
$57 million, down from $60.8 million a 
year earlier. Activity in Red Deer 
increased 37 per cent to $82 million. In 
Grande Prairie, permits were valued at 
$25.8 million compared to $16.1 
million in 1976. 


Temperature Variations From Normal 
(in Degree Days) 


COLDER THAN NORMAL 


ee WARMER THAN NORMAL 


CALGARY 


—j NORMAL 


1977 1976 O75 


Normal — 5,352 Degree Days 


Degree Colder or Warmer ( ) 

Year Days Than Normal 
Number Per cent 

1977 — 5,289 (63) (1.2) 
1976 — 4,885 (494) (9.2) 
1975 — 5,750 397, 7.4 
1974 — by230 (122) (2.3) 


1973 — 5,428 76 1.4 


DEGREE DAYS: The number of degrees by 
which daily mean temperature falls below 18 
degrees C. One degree day is counted for each 
degree of deficiency for each day on which such a 


1974 1973 


EDMONTON 


L977. 1976 


1975 1974 1973 
Normal — 5,600 Degree Days 


Degree Colder or Warmer ( ) 


Year Days Than Normal 

Number Per cent 
1977 — 5,124 (465) (8.5) 
1976 — 4,891 (709) (12.7) 
1975 — 5)5Do (45) (0.8) 
1974 — 5,492 (218) (4.0) 
1973 — 5,538 (172) (3.1) 


deficiency occurs. For example, if the mean 
temperature for a day was 10 degrees C, then 
there were 8 degree days during that 24 hour 
period. 
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76,028 § 


1973 1974 1975 1976 
. Revenues 
. (Thousands of dollars) 


Resi- Com- REA & 

dential mercial Industrial Other Total 
; 20,035 25,558 33,112 10,568 89,273 

22% 29% 37% 12% 100% 
} 16,677. 22,448 27,514 9,389 76,028 
76 22% 30% 36% 12% 100% 
: 12,309 16,971 21,062 6,953 57,295 
75 21% 30% 37% 12% 100% 
: 9,632 13,586 16,759 5,935 45,912 
74 21% 30% 36% 13% 100% 

8,203 12,841 13,459 3,401 37,904 


73 22% 34% 35% 9% 100% 


In the chart above electric revenues include only those resulting 
directly from the sale of electric energy. Electric revenues per financial 
statements include other miscellaneous operating revenues. 


1973 


“Sales 
(Millions of kilowatt hours) 


1974 


1975 


1976 


Resi- Com- REA & 

dential mercial Industrial Other Total 
438 430 1,206 284 2,358 
19% 18% 51% 12% 100% 
402 400 1,100 280 2,182 
18% 18% 51% 13% 100% 
368 369 1,029 259 2025 
18% 18% 51% 13% 100% 
323 Sey) 1,005 260 1,920 
17% 17% 52% 14% 100% 
290 320 978 195 1,783 
16% 18% 55% 11% 100% 


106,855 


1973 1974 1975 
Electric Customers 


Resi- Com- REA & 
dential mercial Industrial Other Total 
66,287 14,614 3,854 22,100 106,855 
62% 14% 4% 20% 100% 
61,008 14,120 3,262 21,239 99,629 
61% 14% 3% 22% 100% 
56,673 13,574 3,057 20,736 94,040 
60% 15% 3% 22% 100% 
52,406 13,354 2,895 20,167 88,822 
59% 15% 3% 23% 100% 
49,370 ISAs} 2,536 19,419 84,598 
58% 16% 3% 23% 100% 


Net Fixed Assets 


Accumulated Depreciation 


1973 1974 1975 1976 
Net Fixed Assets 
(Millions of dollars) 


Capacity of Alberta Power’s Battle River 
Generating Station will be more than 
doubled to 740 megawatts with the 
commissioning of Unit #5 scheduled for 
1981. 


ELECTRIC OPERATIONS 


The year 1977 marked the 50th 
anniversary of the company’s 
beginnings in the electric utility 
business in Alberta. That activity is now 
carried out by Alberta Power Limited, a 
wholly owned subsidiary of Canadian 
Utilities Limited. 


Alberta Power serves 362 communities 
in east-central and northern Alberta 
and five communities in the Northwest 
Territories, including the town of Hay 
River. A further 18 communities in the 
Yukon are served by an Alberta Power 
subsidiary, The Yukon Electrical 
Company Limited. A record 7,226 new 
customers were added in 1977 bringing 
the total at year-end to 106,855. 
included in the total were 21,774 farm 
customers of whom 20,817 were 
members of 169 Rural Electrification 
Associations. 


Energy sales rose 8.1 per cent to 2,358 
million kilowatt hours from 2,182 
million kilowatt hours in 1976. The 
1977 figure does not include 228 
million kilowatt hours in spot sales to 
the City of Edmonton. Peak load was 
524 megawatts compared to 455 
megawatts the previous year. 


Rates 


Electric revenues were $93.9 million, 
up from $78.1 million a year earlier. A 
significant factor in revenue growth 
continues to be rate increases which are 
essential to meet rises in operating 
costs resulting from inflation, and to 
ensure earnings are sufficient to attract 
capital for needed expansion. 


The chart on page 10 indicates the 
rapid growth experienced in the last 
five years. In the period from 1973 to 
1977 revenues have increased by 


$55.6 million or 145 per cent. The 
growth in investment required from 
common shareholders has been 
accompanied by a growth in earnings 
attributable to common shares, which 
indicates that the regulatory process 
has effectively provided the minimum 
revenues required to attract the capital 
needed for growth of this magnitude. 


The Alberta Public Utilities Board 
permitted a 20 per cent interim rate 
increase effective August 1. On 
January 5, 1978 a final decision on the 
company’s 1977 rate application was 
received which confirmed the amount 
proposed by the company as a fair 
return on rate base. Implied in the 
decision is a 14/4 per cent return on 
common equity. The interim rates 
produced greater revenues in 1977 
than required to provide the approved 
return, and the difference of $1.4 
million is being refunded to customers 
in 1978. 


As noted in the Financial Review, the 
Board also approved a company 
request for a change in the method of 
charging depreciation of utility assets to 
more equitably assign the charge to 
periods in which assets are in service. 


In the Yukon new interim rates were 
introduced on August 1 to offset 
increased labor costs as well as 
increases in the costs of materials and 
services. A 21 per cent rate increase 
was implemented in the Northwest 
Territories in January, 1977. 


Market Growth 


The aggregate population of the areas 
served by Alberta Power was about 
300,000 at the end of 1977. During the 
year the population of Fort McMurray 
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Electric Operations Earnings Contribution 


Annual 
Growth 
Rate 
1977 1976 1975 1974 1973 1973-1977 
(millions of dollars) (per cent) 
Electric revenues 93.9 78.1 oY ike ee 4 oC CTs 0) AS yl 
Operating expenses 
Operating and maintenance M28) BG BIO BBP 1693 
Taxes — other than income 3.7 ell 2.2 i 1.4 
Depreciation 11.4 8.8 6.3 6.4 4.9 
57.4 469 355 304 226 26.2 
Operating income RG She B22 Wee le.7 P38) 
Other income deductions 10.2 12.3 Uf 8.0 7.0 
Income taxes 5.8 Sl 1.6 oll 1.33 
16.0 154 8.8 8.1 8.3 17.8 
Net earnings 20.5 158 13.6 7.8 7.4 29.0 
Preferred dividend 
requirements 5.1 3.0 23) 6 6 
Balance attributable 
to common shares 15.4 12.8 NOR? UD 6.8 DES) 
Mid-year common 
equity investment 98.8 848 653 559 51.6 WEG 


surpassed 20,000 and the town became 
the largest community in the company’s 
service territory. The $2.15 billion 
Syncrude plant, which has been largely 
responsible for Fort McMurray’s rapid 
growth, is to be officially opened in 
September, 1978. Syncrude’s 
permanent staff in Fort McMurray 
quadrupled in 1977 to 2,000. 


Construction activity, as measured by 
the value of building permits in the 
eight largest communities served by 
Alberta Power, continued at a brisk 
pace in 1977, although moderately 
slower than the previous record year. 
Led by Fort McMurray, Lloydminster 
and Grande Prairie, the eight 
communities issued permits worth 
$139 million compared to $147 million 
in 1976. 


New industrial installations connected 
to the system in 1977 included a water 
treatment plant operated by Home Oil 
Company Limited in Swan Hills and a 
Swanson Lumber Co. Ltd. sawmill at 
High Level. 


During 1977, service franchises were 
renewed in 22 communities including 
Drumheller, Vegreville and Peace 
River. Most franchise agreements 
extend for 10 years. 
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The following table shows 1977 
electric sales to the various customer 
categories: 


Thousands of Per Cent 

Kilowatt Hours of Total 

Industrial IeZO Swiss ul 
Commercial 430,193 18 
Residential 437,563 19 
REA and others 284,304 IZ 
*Total ZS hoS 100 


*does not include 228 million kilowatt hours sold 
to other utilities. 
Further developments taking place or 
planned for the oil sands and heavy oil 
areas of Alberta hold major potential 
for electric energy load growth in the 
company’s service territories. In 
November, 1977 Imperial Oil Limited 
applied to the Energy Resources 
Conservation Board to construct an in 
situ plant that would produce between 
120,000 and 145,000 barrels of up- 
graded oil a day from heavy oil deposits 
near Cold Lake. Shell Canada Limited 
has announced plans for a new 
development in the Athabasca Tar 
Sands. 


The proposed natural gas pipeline to 
follow the course of the Alaska 
Highway is expected to bring major 
economic benefits which would have a 


positive effect on the company’s 
operations in Alberta and the Yukon. 


Since oil well and pipeline pumping is 
an important segment of Alberta 
Power’s market, the company is 
encouraged by the record levels of 
conventional oil and gas exploration 
in Alberta and the successes achieved 
to date. 


New Construction 


The company’s expenditures for 
additions to property, plant and 
equipment during the year were $44.1 
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million. Of this total $10.4 million was 
towards the purchase of a $25 million 
dragline for mining the Battle River 
coalfield. The dragline, which has a 
bucket capacity of 58 cubic yards, is 
scheduled to commence operation in 
the spring of 1978. 


Another $5.5 million was spent on the 
initial stages of the latest addition to 
the Battle River Generating Station. 
Site preparation began in June for the 
$242 million Unit #5 which will more 
than double the station’s generating 
capacity to 740 megawatts. The new 
unit is scheduled to be commissioned 
in 1981. 


A 175-mile transmission line 
connecting the provincial power grid at 
Mitsue to the Syncrude plant at Mildred 
Lake was converted to 240 kilovolts 
from 144 kilovolts. Also during the 
year, Fort McMurray was linked to the 
provincial grid, resulting in a decrease 
in rates for area residents. 


An 80-mile, 144-kilovolt line from the 
company’s Sturgeon Lake plant near 
Valleyview to the Sarah Lake 
substation in the Swan Hills area was 
commissioned in June. Another 52 
miles of 144-kilovolt line was 
completed from the substation near 
Manning to Keg River near High Level. 
Two more 144-kilovolt lines are under 
construction to improve service to the 
communities of Vegreville, Bonnyville 
and Lloydminster. Altogether $11.8 
million was expended on transmission 
line projects. A further $8.5 million was 
used for the construction or upgrading 
of various distribution systems. 


Plans are proceeding for the 
construction of a two-unit 750- 
megawatt thermal generating station at 
Sheerness, near Hanna. The formal 
public hearing on the proposed station 
will be scheduled by the Alberta Energy 
Resources Conservation Board in April 
or May and a final decision from the 


provincial cabinet is expected late this 
year or early 1979. Commissioning 
date of this plant is dependent upon 
provincial load growth and other power 
developments in the province. 


Large power projects like Sheerness 
require integrated planning and close 
cooperation among all Alberta 
electrical utilities to ensure that the 
future needs of Albertans will be met 
with the optimum utilization of capital, 
fuel and human resources. This 
coordination is being achieved through 
the Electric Utility Planning Council in 
which the company is an active 
participant. 


Alberta is fortunate in having plentiful 
supplies of accessible coal to fuel 
thermal power plants. This abundance 
gives Alberta a period of grace in which 
to research and develop alternative 
energy sources for the inevitable time 
when conventional fuels will be 
exhausted. 


Alberta Power’s Mildred Lake substation (foreground) is the terminus of a 240-kilovolt transmission line connecting the Fort McMurray area 
with the provincial power grid. In the background is the Syncrude plant which will be officially opened in September. 
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OTHER OPERATIONS 


CU Engineering Limited 


CU Engineering is a subsidiary 
established in 1975 to seek 
opportunities in design engineering, 
project management and system and 
capacity evaluation for natural gas and 
electrical power delivery systems. By 
the end of 1977 the company 
employed a permanent staff of 34, 
supplemented by additional expertise 
available on a project basis from other 
Canadian Utilities’ subsidiaries. 


During the year the company 
completed engineering services in 
connection with the design and 
construction of a 170-mile natural gas 
pipeline from gas fields in northeastern 
Alberta to the Syncrude plant near Fort 
McMurray. CU Engineering also has a 
contract for the operation and 
maintenance of this line. Additionally, 
the company performed work for a 
number of municipalities and rural gas 
co-ops. 


Among its current projects, CU 
Engineering is engaged in further gas 
pipeline design, an assignment from the 
Alberta government to convert existing 
utility plans to the metric system, and 
an electric power study for the federal 
and Alberta governments. 


The range of company activity has 
recently broadened to include water 
system and sewer design and 
construction management, and 
assisting clients in the preparation of 
submissions to regulatory bodies. 
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CU Ethane Limited 


CU Ethane was formed in 1976 to 
participate in a joint venture with Dome 
Petroleum Limited to build and operate 
a 20,000 barrel-a-day ethane 
extraction plant in Edmonton. 
Construction began in February, 1977 
and is proceeding on schedule towards 
a May, 1978 commissioning date. 
Ethane will be extracted from natural 
gas flowing into Edmonton through a 
Northwestern Utilities’ transmission 
line. 


The $40 million facility is an integral 
part of the $1.3 billion petrochemical 
industry expansion currently taking 
place in Alberta. Approximately 50 per 
cent of the ethane produced at the plant 
will be used as feedstock for the 
manufacture of ethylene in Alberta. 
The other 50 per cent will be exported 
via the Cochin pipeline for sale in 
Eastern Canada and the United States. 


CU Resources Limited 


Late in 1976 Canadian Utilities created 
a new subsidiary, CU Resources 
Limited, to hold and develop certain 
non-utility resource properties then 
owned by Northwestern Utilities and 
Canadian Western Natural Gas. During 
1977, CU Resources completed an 18- 
well drilling program on the properties 
located in the Buffalo Creek heavy oil 
field near Viking, Alberta. Production 
from the 17 wells that proved 
successful is about 400 barrels a day. 


Canadian Utilities and subsidiaries 
employed 2,841 persons on a full-time 
basis at the end of 1977. Of this total 732, 
or 26 per cent, have achieved more than 20 
years of service. 


FINANCIAL 
REVIEW 


Earnings Rise 17 Per Cent 


Operating earnings attributable to 
common shares in 1977 were $27.7 
million, an increase of 17 per cent over 
1976. The average number of common 
shares rose 11 per cent to 17.3 million 
shares with an issue of common shares 
to the Canadian public in November, 
1976. On a per share basis, operating 
earnings attributable to common shares 
were $1.61 in 1977, an increase of four 
per cent over the preceding year. The 
total outlay, net of income tax, made in 
earlier years in support of an 
application by Canadian Arctic Gas 
Study Limited to construct a northern 
natural gas pipeline was charged to 
income as an extraordinary item and 
represented nine cents per common 
share or $1.6 million. This application 
was rejected by the National Energy 
Board during the year. 


Abnormally warm winter weather was a 
significant limiting factor on earnings 
performance in 1977, as was the case in 
1976. The actual return on equity 
recorded by the natural gas utility 
subsidiaries was therefore below the 
levels approved in regulatory decisions. 
The Ten-Year Growth Summary on 
pages 30 and 31 provides data for the 
first time on ‘degree days’ recorded in 
Edmonton and Calgary as compared to 
normal. 


The Operations sections of this report 
also provide for the first time a 
summary of earnings attributable to 
common shares by segment of the 
company. As the following table shows, 
strong sustained growth has been 
recorded in the past five years. A 


RS 


continuation of this growth pattern is 
expected over the next five years. 


Electric Gas Other Total 


(millions of dollars) 


1973 6.8 7.0 — 13.8 
1974 UP 7.4 0.1 14.7 
1975 10.7 9.6 OA Aes) 
1976 WPA ih 0.1 24.0 
1977 Ae Le O6 Bis 
(per cent) 

Annual 

growth 

rate 1973 

to 1977 PPA MBS 19.0 


In the five years from 1973 to 1977 
inclusive, operating earnings per 
common share had an annual growth 
rate of 12.9 per cent. 


Common Share Dividends 
Continue to Increase 


Dividends paid on the common stock 
totalled $14.4 million, an increase of 
31 per cent in 1977, which reflects the 
greater number of shares outstanding 
and an increase in the dividend rate 


from 181/2 cents to 21 cents in the 
fourth quarter of 1976 and to 22/4 
cents in the fourth quarter of 1977. The 
increases in the dividend were 
approved by the Anti-Inflation Board. 


The company continues with the policy 
of increasing the dividend during each 
year so that the annualized amount of 
the final quarterly dividend represents 
at least 50 per cent of the net earnings 
from operations attributable to 
common shareholders. 


High Level of 
Regulatory Activity 
in 1977 


The continuing upward movement in 
cost of natural gas purchased by the 
company and escalating operating and 
financial expenses have required new 
applications for increased revenues by 
each of the regulated utility subsidiary 
companies. The current status of the 
major applications is as follows: 


Alberta Power Limited 
latest final order 


Canadian Western Natural 
Gas Company Limited 
latest final order 


Northwestern Utilities Limited 
latest final order 
latest interim order 


73 74 75 76 @ 77 


Jan./78 1977 


Aug./77 WSN 7 


Apr./77 1976 
Aug./77 N77 


Implied 

Return Equity 

Test Rate on Rate Rate of 

Date Year Base Base Return 
(millions (per (per 

of dollars) cent) cent) 


Ziel 10.3 14.2 
IGE = SUN 10.3 14.2 


103.8 10.8 14.5 


AVES 10.4 14.6 
132.4 10.7 14.5 


Earnings Per Share 


(Before extraordinary items 
fully diluted) 


Annual Growth Rate - 1973 to 1977: 12.9% 
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Dividends Per Common Share 
(Quarterly rate) 


Annual Growth Rate — 1973 (First Quarter) 
to 1977 (Fourth Quarter): 13.3% 


Common Shareholders’ 
Equity Per Share 


(Year-end fully diluted basis) 


Excludes $8 million franchise and gas rights 
as per regulatory practice 


Annual Growth Rate - 1973 to 1977: 8.3% 


Each of the 1977 applications 
requested approval of a change in the 
method of determining depreciation 
charges. Approval of this change, which 
more correctly associates this charge 
with each of the years in which assets 
are in service, was granted in the two 
final decisions received. The change is 
expected to increase significantly the 
internal cash flow available in 1978 to 
finance the growing capital expenditure 
program. The two final decisions 
confirmed the requested equity rate of 
return. In the case of Alberta Power 
Limited, a refund of $1.4 million on 
revenues obtained through application 
of interim refundable rates was ordered 
as the requested return would 
otherwise be exceeded. 


Earlier in the year, a final decision was 
received by Canadian Western that 
required a reversal in 1977 of $0.4 
million profit on sale of property made 
and recorded in 1976. This caused a 
minor overstatement of 1976 operating 
income and a corresponding 
understatement of current year 
performance. 


Common Shares Outstanding 
and Number of Shareholders 


as at December 31, 1977 


Number of shares outstanding 


Number of shareholders 
in thousands 


\ in millions 


ae 


The Public Utilities Board of Alberta 
held its first generic hearing before 
which a number of the regulated 
utilities were provided with the 
opportunity to present testimony 
regarding a single subject of common 
interest. The topic was the appropriate 
regulatory treatment of the income tax 
to be included in cost of service. This 
hearing resulted from an application by 
Alberta Power Limited to change toa 
‘taxes-paid’ basis which would 
essentially eliminate timing differences 
between determining accounting pre- 
tax earnings and the calculation of 
taxable income. The change was 
requested to promote equity in the 
treatment of customers over the life of 
each asset in service. Another benefit of 
the change would be increased debt 
interest coverages and therefore an 
improved rating of the debt securities of 
the company. 


Record Year for 
Capital Expenditures 


Capital expenditures of $97.5 million 
in 1977 were 13 per cent above the 


138.07 


oo 
78 § 
pee 
sets 
73.074075 76 77 78 fel 


Capital Program 
(Millions of dollars) 


*Estimated capital expenditures 


#Estimated average annual capital expenditures 


$86.4 million in 1976 but somewhat 
below the level forecast for the year. 
Construction commenced on the 375- 
megawatt Unit #5 at the Alberta Power 
Limited Battle River Generating 
Station. The unit will involve a total 
outlay of $242 million and is scheduled 
for completion in 1981. Erection of a 
$25 million dragline for coal operations 
associated with this expansion was 
nearly completed by year end. 


The 1978 capital program is expected 
to total $114 million. In the years 1979 
to 1983 an average annual 
expenditure of $138 million is 

forecast. 


Excluded from this forecast is spending 
on the Sheerness thermal generating 
station. The timing for this project, to 
include two 375-megawatt units at a 
cost of $775 million, will be 
determined by hearings conducted by 
the Alberta Energy Resources 
Conservation Board during 1978 on 
this and other applications involving 
generation capacity required in the 
province in the 1980’s. 


Invested Capital 
(Millions of dollars) 


Notes payable and long-term debt 


Preferred equity 
including minority interest 


Common equity 
including $1.25 convertible preferred 


Is) 


New Financings in 1977 


A private placement of $25 million 97 
per cent debentures with a maturity 
date of September, 2002 was 
completed in September and a $30 
million issue of 7.30 per cent second 
preferred shares was made in 
November in a program designed to 
bring the capital structure of the 
company closer to long-term target 
levels. At the close of the year, long- 
term debt represented 44 per cent, 
preferred shares 23 per cent and 
common equity 33 per cent of the total 
capital of the firm. 


Record Trading in Common Shares 


Accompanying the growth in assets 
employed in the company has been an 
increase in the common shares issued. 
A conscious effort has been made in the 
last few years to improve the 
marketability of the shares by ensuring 
an adequate supply was available to 
trade on the exchanges in Canada and 
to see that the issues of additional shares 
were well distributed to the public. The 
following summary indicates the extent 
to which this objective has been 
achieved. The data excludes the shares 
held by IU International, the major 


shareholder of Canadian Utilities Limited. 


Market 

Number of Value at 

Common Common Year-End of 

Shares Shares Common 

Outstanding Traded in Shares 

at Year-End the Year Outstanding 

(millions 

(millions of shares) of dollars) 

1974 1.4 0.2 OZ 
1975 eke) 0.5 38.0 
1976 a, 0.7 82.5 
O77 6.2 IZ 95.0 
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All permanent employees were offered 
an opportunity to participate in a share 
purchase plan under which common 
shares could be purchased at $12.26 
per share. Employees pay for the shares 
by payroll deduction over a two-year 
period until the exercise date, 
December 31, 1979. 


Options granted under this plan 
provided for the purchase of 106,035 
shares. 


Where the Sales Dollar Went 


55¢ Natural gas and coal purchases 
18¢ Operating and maintenance expenses 
6¢ Net interest and preferred dividends 
5¢ Depreciation 
3¢ Common dividends 
3¢ Reinvested in company 
10¢ Government taxes and crown royalties 


A Canadian Western Natural Gas 
serviceman carries out a routine curb box 
safety check surrounded by gleaming new 
buildings in Calgary. Canadian Western, 
which serves southern Alberta, added its 
200,000th customer during the year. 


FINANCIAL STATEMENTS 
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CANADIAN UTILITIES LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31, 1977 with comparative figures for 1976 


Natural Gas Revenues 
Electric Revenues 
Other Revenues 


Operating Expenses 
Natural gas supply (Net of Alberta Government Rebate) (Note 1) 
Operating and maintenance 
Taxes — other than income 
Depreciation 


Operating Income 


Other Income 
Interest capitalized during construction 
Interest 
Gain on purchase of long-term debt 
Miscellaneous 


Income Deductions 
Interest on long-term debt 
Interest on loan from affiliated company 
Other interest 
Debt and share expenses amortized 


Income Taxes (Note 2) 


Minority Interests 


Net Earnings Before Extraordinary Item 
Extraordinary Item (Note 3) 


Net Earnings 
Preferred Dividend Requirements 


Balance Attributable to Common Shares 
Earnings — Dollars Per Common Share (Note 4) 
Basic 


Net earnings before extraordinary item 
Extraordinary item 


Net earnings 
Fully diluted 


Net earnings before extraordinary item 
Extraordinary item 


Net earnings 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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Thousands 

1977 1976 
$318,707 $216,503 
93,934 ee 
2,732 1,229 
415,373 295,865 
221,245 134,679 
87,167 TST 
21,836 efile 
18,782 15,648 
349,030 PHENO ES 
66,343 55,728 
2,331 1,304 
1,368 764 
282 SY 
ee 
3,640 SS 
69,983 59,263 
20,143 19°6157 
263 263 
697 1,978 
353 387 
21,456 22,245 
48,527 37,018 
12,499 8,667 
36,028 Zoo: 
860 860 
35,168 27,491 

1,592 
33,576 27,491 
7,487 SUL 
$ 26,089 $= 235719 
$ 1.64 $ 1.62 

.09 
$ 1.55 $ le6Z 
$ 1.61 $ ISS 

.09 

$ 1.52 


Saeemeino. 


CANADIAN UTILITIES LIMITED 


CONSOLIDATED BALANCE SHEET 


December 31, 1977 with comparative figures for 1976 


ASSETS 
Current Assets 
Cash 
Short-term investments 
Accounts receivable (Note 5) 
Materials and supplies — at average cost 
Natural gas stored — at cost 
Prepaid expenses (Note 6) 


Trust Assets Held for Rural Co-operative Lines, Per Contra 


Trust Assets Held for Income Tax Rebate for Consumers, Per Contra 


Accounts Receivable Due Beyond One Year 

Property, Plant and Equipment at Cost Less Accumulated 
Depreciation (Note 7) 

Deferred Income Taxes (Note 2) 

Deferred Expenses Unamortized (Note 8) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 
Due to bank 
Accounts payable and accrued liabilities 
Dividends payable 
Long-term debt — current maturities (Note 10) 
Note payable to affiliated company 
Deposits 
Income and other taxes 


Amounts Held in Trust, Per Contras 
Miscellaneous Liabilities 
Notes Payable (Note 9) 
Note Payable to Affiliated Company, 71/2%, due November 15, 1978 
Long-term Debt (Note 10) 
Deferred Income Taxes (Note 2) 
Contributions for Extensions to Plant 
Amount Received Under The Natural Gas Pricing Agreement Act 
Minority Interests (Note 11) 
Shareholders’ Equity 
Preferred shares (Note 12) 
Common shares (Note 13) 


Less excess cost of shares of subsidiary companies 
over underlying net book value at December 31, 1971 


Retained earnings (Note 10) 


On behalf of the Board: 
J. E. Maybin/Director D. R. B. McArthur/Director 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 


Thousands 

1977 1976 
$ 466 $ Bask: 
14,500 20,600 
69,016 42,813 
10,696 eUeey2 
5,153 lay? 
3,795 3,520 
103,626 80,348 
8,011 7,266 
4,722 5,043 
1,204 904 
618,799 542,262 

319 
7,601 8,522 
$744,282 $644,345 
$ 8,948 ty 4B yi 
79,569 bowels 
1,842 1,029 
2,580 2,829 

3,500 
2,763 2,504 
9,315 FEAR SYA 
108,517 74,469 
12,733 12,309 
3,109 4,788 
2,400 
3,500 
244,323 225,734 
60 
47,453 37,826 
3,301 2,035 
20,008 20,008 
109,300 80,178 
139,143 134,684 
248,443 214,862 
Ase 
248,443 197,295 
56,395 GSe9 2a 
304,838 261,216 
$744,282 $644,345 
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CANADIAN UTILITIES LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN 


FINANCIAL POSITION 


Year ended December 31, 1977 with comparative figures for 1976 


Sources of Working Capital 
Net earnings before extraordinary item 
Add non-cash items, principally depreciation 


Provided from operations 
Issue of long-term debt 
Issue of 9.24% cumulative redeemable second preferred shares Series B 
Issue of 7.30% cumulative redeemable second preferred shares Series C 
Issue of common shares 
Issue of common shares on conversion of $1.25 
preferred shares and exercise of warrants 
Increase in contributions for extensions to plant 
Disposition of property, plant and equipment 
Amount payable for coal leases 
Net proceeds under The Natural Gas Pricing Agreement Act 


Uses of Working Capital 
Purchase of property, plant and equipment 
Reduction in notes payable 
Reduction in long-term debt 
Reduction in notes payable to affiliated company 
Dividends — preferred 
— common 
Redemption of $1.25 preferred shares 
Conversion of $1.25 preferred shares 
Increase in deferred expenses 
Reduction in coal leases 
Other 


Increase (Decrease) in Working Capital 


Analysis of Changes in Working Capital 
Cash 
Short-term investments 
Accounts receivable 
Materials and supplies 
Natural gas stored 
Prepaid expenses 


Due to bank 

Accounts payable and accrued liabilities 
Dividends payable 

Long-term debt — current maturities 
Note payable to affiliated company 
Preferred shares to be redeemed 
Deposits 

Income and other taxes 


Increase (Decrease) in Working Capital 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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Thousands 

1977 1976 
$ 35,168 $ 27,491 
20,679 Os! 
55,847 44,542 
24,780 48,996 
hoes) 

29,068 
23,089 
4,459 4,348 
10,341 IE SAS 
1,124 35403 
3,000 
1,266 ito yy7/ 
126,885 179,135 
97,527 86,354 
2,400 44,875 
6,411 5,334 

3,500 
7,569 3,706 
14,417 11,014 

220 
658 4,348 
2,530 901 

2,000 
423 (202) 
137,655 15630 
$ (10,770) $ 22,805 
$ 155 $ 46 
(6,100) 20,500 
26,203 (19,072) 
2,144 (1,526) 
601 2,078 
275 (592) 
23,278 1,434 
4,691 133 
22,851 (6,494) 
813 14 
(249) (8,749) 

3,500 
(1,200) 
259 762 
2,183 (5,837) 
34,048 (2193713 
$ (10,770) $ 22,805 


CANADIAN UTILITIES LIMITED 


CONSOLIDATED STATEMENT OF 
RETAINED EARNINGS 


Year ended December 31, 1977 with comparative figures for 1976 


Thousands 
1977 1976 
Balance at Beginning of Year $63,921 $53,134 
Add Net Earnings 33,576 27,491 
97,497 80,625 
Deduct 
Dividends 
Preferred shares 7,568 maa ey 
$1.25 cumulative redeemable convertible preferred shares 1 205 
Common shares 14,417 11,014 
21,986 14,720 
Share issue expense less related income taxes of 
$484 in 1977 and $883 in 1976 1,549 1,984 
Write-off of excess cost of shares of subsidiary companies 
over underlying net book value at December 31, 1971 17,567 
41,102 16,704 
Balance at End of Year $56,395 $63,921 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


December 31, 1977 


Basis of consolidation 


The consolidated financial statements 
include the accounts of the company 
and all subsidiary companies. All 
material inter-company balances and 
transactions have been eliminated. 


Property, plant and equipment 


Property, plant and equipment includes 
cost of land, buildings and equipment. 
Certain additions to property, plant and 
equipment are made with assistance of 
provincial government grants and cash 
contributions from the customers who 
are to be served by the specific 
additions. Such contributions are 
required where the estimated revenue, 
over a specific period of time, is less 
than the cost of providing service or 
where special equipment is needed to 
supply the customers’ specific 
requirements. The gross cost of 
additions including any allowance for 
funds used during construction is 
included in property, plant and 
equipment. 


Depreciation is provided on pooled 
assets at composite rates on a straight 
line basis over the average estimated 
useful lives of the assets. In accordance 
with the orders of regulatory bodies, 
depreciation is provided after giving 
effect to contributions for extensions to 
plant. The major assets of the gas 
utilities are depreciated at two anda 
quarter per cent and two anda half per 
cent and the major assets of the electric 
utilities are depreciated at 
approximately four per cent. Certain 
resource properties are depreciated in 
part on a unit withdrawal basis. 


On retirement of depreciable plant, the 
accumulated depreciation is charged 
with the cost of the retirement unit less 
net salvage. Gains and losses on 
extraordinary retirements are 
recognized as extraordinary items in the 
financial statements. 


Interest capitalized during 
construction 


An allowance for funds used during 
construction of electric plant is 


Se 


capitalized at the weighted average 
interest rate of long-term debt. 


Deferred expenses unamortized 


Expenses incurred in connection with 
the issue of long-term debt are 
amortized over the periods that the 
debt is outstanding. 


Deferred charges relating to gas 
exploration include expenditures 
related to the development of gas 
reserves. Costs resulting in a successful 
venture are capitalized and depreciated 
on a unit withdrawal method. Subject 
to the approval of the Public Utilities 
Board of Alberta costs of unsuccessful 
exploration, net of income taxes, 
incurred by the gas subsidiaries will be 
charged against the amounts received 
under The Natural Gas Pricing 
Agreement Act. 


Goodwill consists of the excess cost of 
shares issued over the underlying net 
book value of shares acquired in 1972 
from minority shareholders of a 
subsidiary company and is being 
amortized over a period of 40 years. 


Other deferred charges are subject to 
amortization over varying periods of 
time not exceeding 40 years. 


Income taxes 


In fixing rates, except for the matters 
referred to below, the Public Utilities 
Board of Alberta permits the utility 
companies to recover only taxes 
payable currently and, accordingly, to 
the extent that capital cost allowances 
are claimed in excess of recorded 
depreciation, there has been a related 
reduction in the amount of income 
taxes otherwise payable which has not 
been reflected in the financial 
statements. The reduction will become 
a charge to be borne by the consumer 
in future years when recorded 
depreciation exceeds capital cost 
allowances claimed for income tax 
purposes. 


The companies are permitted to claim 
deferred income taxes in respect to 
acquisition of natural gas rights, 


deferred gas costs, rate case expenses 
and share issue costs. The gas 
subsidiaries, at the specific request of 
the major communities served, have 
agreed to amortize the deferred taxes in 
respect to acquisition of natural gas 
rights by reducing the annual 
provisions for income taxes over a ten- 
year period. 


Amounts available under The 
Natural Gas Pricing Agreement Act 


Under The Natural Gas Pricing 
Agreement Act the company as an 
Alberta gas producer has available a 
pro rata share of monies under the Act 
which have been recorded net of 
royalties and income taxes. It is the 
company’s intention, subject to 
approval of the Public Utilities Board of 
Alberta, to charge the costs of 
unsuccessful exploration against these 
amounts. 


Natural gas supply 


The Province of Alberta enacted The 
Natural Gas Rebates Act effective 
January 1, 1974 to shelter the majority 
of Alberta natural gas consumers from 
the full impact of significant price 
increases for natural gas. Under the 
provisions of the Act, the gas utilities 
are reimbursed for the excess price paid 
to their suppliers over the support 
price. The statement of earnings is 
charged with the net cost of natural gas. 


CANADIAN UTILITIES LIMITED 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


December 31, 1977 


1. Natural gas supply 


The natural gas supply expense is net of Alberta government rebate amounting to $62,543,000 in 1977 and $58,951,000 
in 1976. 


2. Income taxes 


The provision for income taxes in the consolidated statement of earnings includes a deferred tax draw-down of $1,000 in 
1977 (a deferred tax draw-down of $912,000 in 1976). 


Total deferred income taxes increased by $7,291,000 during 1977 ($5,679,000 in 1976). The cumulative amount of 
deferred income taxes to December 31, 1977 is $67,244,000 of which $319,000 has been recorded in the accounts as a 
deferred debit, $206,000 as a reduction in deferred expenses and $903,000 is included in income and other taxes payable. 


3. Extraordinary item 


The extraordinary item amounting to $1,592,000 net of income taxes of $1,515,000 represents a non-recurring loss of 
expenditures in Canadian Arctic Gas Study Limited. These costs have been charged against income following the rejection 
by the National Energy Board of the proposed Canadian Arctic Gas pipeline project. 


4. Earnings per common share 


In the fully diluted earnings per common share calculation, the assumption is made that warrants for the purchase of 
common shares at $9 had been exercised at the beginning of each year and that the funds derived therefrom had been 
invested to produce an annual rate of 8% before applicable income taxes. In addition, the calculation assumes conversion of 
the shares reserved for the employees share purchase plan. The average number of shares used in the calculation of fully 
diluted earnings per common share was 17,311,673 for 1977 and 15,567,310 for 1976. 


5. Accounts receivable 


1977 1976 
(Thousands) 
Consumer accounts, gas and electric $47,187 $26,744 
Receivable from the Province of Alberta 
under The Natural Gas Rebates Act 110 
Receivable from the Province of Alberta 
under The Natural Gas Pricing Agreement Act 12,148 6,505 
Other receivables and deposits 9,571 9,564 


$69,016 $42,813 
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6. Prepaid expenses 


1977 1976 
(Thousands) 
Deferred gas supply costs $ 1,810 $ 1,798 
Other 1,985 led22 
$ 3,795 $-3,520 
7. Property, plant and equipment 
1977 1976 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
(Thousands) (Thousands) 
Gas utility plant and equipment $378,631 $ 99,516 $327,177 $ 93,163 
Electric utility plant and equipment 391,904 62,162 351,645 ome 
Undertakings, franchise and gas rights 8,000 8,000 
Land 1,942 1,794 
$780,477 $161,678 $688,616 $146,354 
$618,799 $542,262 
8. Deferred expenses unamortized 
1977 1976 
(Thousands) 
Debt discount and expense $ 3,859 $ 3,991 
Gas exploration 2,436 622 
Preferred share issue expense 986 
Goodwill 490 504 
Other deferred charges 816 821 
Expenses incurred in connection with corporate 
reorganization and utility rate hearings 
(net of accumulated deferred taxes of $206,000 
at December 31, 1977 and $276,000 at December 31, 1976) 
Expenditures in Canadian Arctic Gas Study Limited 1,598 
(net of accumulated deferred taxes of $1,515,000 at December 31, 1976) 
$ 7,601 $=8,522 


9. Notes payable 


In common with most public utilities, the company is required to obtain new capital by issues of debentures and capital 
stock in order to finance its construction and expansion program. To permit the company to time the issues most 
advantageously, the company has entered into a loan agreement with its bankers under which they are committed until 
March 14, 1979 to loan the company on demand up to $60,000,000. The company issues commercial paper relying upon 
this commitment and at December 31, 1977 there were no notes payable representing commercial paper outstanding. 
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10. Long-term debt 


Canadian Utilities Limited: 


83/3% debentures 1972 Series, due March 1, 1992 
83/4% debentures 1973 Series, due July 2, 1993 
913% debentures 1974 Series, due March 15, 1994 
111% debentures 1974 — 2nd Series, due October 1, 1994 
11'4% debentures 1976 Series, due February 15, 1996 
973% debentures 1977 Series, due September 15, 2002 


Alberta Power Limited: 

First mortgage sinking fund bonds: 
Series D — 41/4%, due November 1, 1979 
Series E — 41/s%, due April 1, 1981 
Series F — 41/2%, due December 1, 1986 
Series G — 458%, due June 1, 1990 
Series H — 612%, due February 1, 1992 

Sinking fund debentures: 
Series A — 71/4%, due May 15, 1988 
Series B — 95/3%, due December 15, 1991 


Canadian Western Natural Gas Company Limited: 


First mortgage sinking fund bonds: 
Series B — 53/4%, due February 1, 1982 
Series C — 53/3%, due April 1, 1983 
Series D — 55/3%, due May 1, 1989 
Series E —7%, dueJune 15, 1992 
Sinking fund debentures: 
93/4%, due December 1, 1990 


Northwestern Utilities Limited: 

First mortgage sinking fund bonds: 
Series F — 43/4%, due January 15, 1979 
Series G — 53/8%, due April 15, 1983 
Series H — 53/4%, due March 1, 1988 
Series] — 61/2%, due May 1, 1992 
Series J — 93/4%, due December 15, 1994 

Sinking fund debentures: 
Series C — 65/4%, due May 1, 1977 
Series D — 63/4%, due December 1, 1978 
Series E — 71/4%, due October 15, 1985 


Total long-term debt 
Deduct current maturities 


Long-term debt less current maturities 


1977 1976 
(Thousands) 
$ 27,297 $ 28,070 
13,050 15,000 
14,050 15,000 
17,500 17-500 
50,000 50,000 
25,000 
146,897 inBer Sr/G 
3,280 Sava G) 
2,863 2,914 
5,000 5,000 
12,000 12,000 
8,000 8,000 
13,245 saga 
8,328 8,458 
52,716 5 Selioi/ 
3,335 3,488 
2,283 2,431 
3,500 3,625 
5,425 5,600 
8,121 8,493 
22,664 PGS T: 
477 TOUS 
3,519 3,678 
7,285 7,486 
3,700 3,830 
6,325 6,526 
517. 
508 519 
2,812 2,918 
24,626 26,189 
246,903 228,563 
2,580 2,829 
$244,323 $225,734 
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The long-term debt outstanding and current maturities thereof are stated after deducting bonds and debentures which have 
been purchased by the company and are held for future sinking fund payments and excluding requirements which may be 


satisfied by certification of property additions. 


Installments of long-term debt maturing in each of the calendar years 1978, 1979, 1980, 1981 and 1982 amount to 
$2,580,000, $9,064,000, $5,900,000, $8,710,000 and $12,083,000 respectively. These maturities exclude requirements 
which may be satisfied by certificates of property additions and after the deduction of bonds and debentures which have 


been repurchased. 


The bond and debenture indentures executed by the company and its subsidiaries place limitations on the company and its 
subsidiaries, including restrictions on the payment of dividends. Of the consolidated retained earnings at December 31, 


1977 and 1976, approximately $42,025,000 and $36,860,000 respectively, were free from such restrictions. 


. Minority interests 


Northwestern Utilities Limited: 


105,000 4% Cumulative Redeemable Preference Shares of 


the par value of $100 each 


Canadian Western Natural Gas Company Limited: 


275,410 4% Cumulative Redeemable Preference Shares of 


the par value of $20 each 


200,000 512% Cumulative Redeemable Preference 


Shares of the par value of $20 each 


. Preferred shares 


Authorized: 


40,000 5% Cumulative Redeemable Preferred Shares of the par value of $100 each. 


(Thousands) 
$10,500 
$5,508 
4,000 9,508 


$20,008 


150,000 series preferred shares of the par value of $100 each, issuable in series, of which 15,000 shares have been 
designated as Cumulative Redeemable Preferred Shares 41/4% Series and 50,000 shares designated as Cumulative 


Redeemable Preferred Shares 6% Series. 


3,952,000 series second preferred shares of the par value of $25 each, issuable in series, of which 1,152,000 shares have 
been designated as 10'/4% Cumulative Redeemable Second Preferred Shares Series A, 1,600,000 shares have been 
designated as 9.24% Cumulative Redeemable Second Preferred Shares Series B, and 1,200,000 7.30% Cumulative 


Redeemable Second Preferred Shares, Series C. 


Issued: 


5% preferred shares (i) 
Preferred shares 41/4% series (ii) 
Preferred shares 6% series (iii) 
101/4% second preferred Series A (iv) 
9.24% second preferred Series B (v) 
7.30% second preferred Series C (vi) 
$1.25 convertible preferred shares (vii) 
Balance at beginning of year 
Converted at varying dates into common 
shares without nominal or par value 
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1977 
Number of Value of Number of Value of 
Shares Shares Shares Shares 
(Thousands) (Thousands) 
40,000 $ 4,000 40,000 $ 4,000 
15,000 1,500 15,000 1,500 
50,000 5,000 50,000 5,000 
1,152,000 28,800 1,152,000 28,800 
1,600,000 40,000 1,600,000 40,000 
1,200,000 30,000 
43,890 878 261,284 5,226 
(43,890) (878) (217,394) (4,348) 
43,890 878 
$109,300 


$80,178 


During the year the company issued for cash $30,000,000 cumulative redeemable second preferred shares Series C. The 
net proceeds received were $29,068,000 after deducting underwriting commission and expenses of issue less applicable 
income taxes. 


(vii) 


5% preferred shares 
Redeemable at the option of the company on thirty days notice at $104 per share. 


Preferred shares 41/4% series 
Redeemable at the option of the company on thirty days notice at $102.50 per share. 


Preferred shares 6% series 
Redeemable at the option of the company on thirty days notice at $103 per share on or before February 1, 1982, 
thereafter reducing at various dates to a minimum redemption price of $101 per share. 


101/4% second preferred Series A 

On June 1, 1976, the company, through the operation of the cumulative mandatory sinking fund, redeemed 48,000 
shares at a price of $25 per share, plus an amount equal to all dividends accrued and unpaid. The authorized capital 
has been decreased accordingly by the cancellation of the 48,000 shares. By supplementary letters patent dated April 
12, 1977, the rights, restrictions, conditions, limitations and prohibitions attaching to the 10'/4% second preferred 
shares Series A were changed by deleting the provisions relating to the operation of the mandatory sinking fund and 
the non-cumulative option sinking fund and by substituting provisions requiring the company to make all reasonable 
efforts to purchase for cancellation on the open market 12,000 shares in each of the four quarterly periods ending on 
the last day of May, August, November and February at a price not exceeding $25 per share, plus costs of purchase, 
such obligation to carry over to the succeeding quarterly periods in the same year. If after all reasonable efforts the 
company is unable so to purchase an aggregate of 48,000 shares in the four quarterly periods of any year, the 
company’s obligation to purchase shares, with respect to such shares is extinguished. The company may redeem the 
shares subsequent to January 31, 1980 and prior to January 31, 1981 at $26.25 per share, plus an amount equal to all 
dividends accrued and unpaid, and thereafter, at various dates and at various amounts reducing to a minimum 
redemption price of $25 per share. 


9.24% second preferred Series B 

Commencing with the calendar quarter ending March 31, 1977, the company is required to make all reasonable efforts 
to purchase for cancellation in the open market 12,000 shares in each calendar quarter at a price not exceeding $25 
per share plus costs of purchase and such obligation carries over to the succeeding calendar quarters in the same 
calendar year. If after all reasonable efforts the company is unable so to purchase an aggregate of 48,000 shares in the 
four quarters of any calendar year, the company’s obligation to purchase shares with respect to such calendar year is 
extinguished. The company may redeem the shares subsequent to December 21, 1981 and prior to December 21, 
1982 at $26.25 per share plus an amount equal to all dividends accrued and unpaid and, thereafter, at various dates 
and at various amounts reducing to a minimum redemption price of $25 per share. 


7.30% second preferred Series C 

Commencing with the calendar quarter ending March 31, 1978, the company is required to make all reasonable efforts 
to purchase for cancellation in the open market 9,000 shares in each calendar quarter at a price not exceeding $25 per 
share plus costs of purchase and such obligation carries to the succeeding calendar quarters in the same calendar year. 
If after all reasonable efforts the company is unable so to purchase an aggregate of 36,000 shares in the four quarters 
of any calendar year, the company’s obligation to purchase shares with respect to such calendar year shall be 
extinguished. The company may redeem the shares subsequent to November 15, 1982 and prior to November 15, 
1983 at $26 per share plus an amount equal to all dividends accrued and unpaid and, thereafter, at various dates and 
at various amounts reducing to a minimum redemption price of $25 per share. 


$1.25 convertible preferred shares 

The company redeemed the shares outstanding on January 28, 1977 at $20 per share and by supplementary letters 
patent dated May 2, 1977, the capital of the company was reduced by cancelling the 1,780,000 $1.25 Cumulative 
Redeemable Convertible Preferred Shares all of which had been issued and either converted or redeemed. 
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13. Common shares 


Authorized: 
30,000,000 without nominal or par value 


Issued: 
1977 1976 

Number of Value of Number of Value of 
Shares Shares Shares Shares 
(Thousands) (Thousands) 
Balance at beginning of year 16,633,504 $134,684 14,198,376 $105,833 
Issued on conversion of $1.25 preferred shares 65,788 658 434,788 4,348 
Issued on exercise of share purchase warrants 422,292 3,801 340 3 
Issued during the year 2,000,000 24,500 
Balance at end of year 17,121,584 $139,143 16,633,504 $134,684 


The company has reserved common shares for issue as follows: 


In connection with share purchase warrants outstanding exercisable at a price of $9 per share (price is 


subject to adjustments in certain circumstances). The warrants expire May 15, 1978 172,368 
In connection with an employee share purchase plan. The options are exercisable at $12.26 per share on 
December 31, 1979 106,035 


278,403 


14. Remuneration of directors and officers 


During the year ended December 31, 1977 the company paid aggregate remuneration of $80,000 to 15 directors as 
directors ($74,000 to 13 directors in 1976) and $451,000 to seven officers as officers ($554,000 to seven officers in 
1976). Three officers were also directors in 1977 and two in 1976. 


15. Commitments and contingencies 


The cost of the company’s construction and expansion program for 1978 will amount to approximately $114,000,000. 
Commitments under contract pertaining to this program are approximately $108,000,000 at December 31, 1977 of which 
approximately $32,000,000 will be incurred in 1978. 


The companies have in effect a pension plan covering substantially all its employees. The aggregate unfunded past service 
liability amounted to approximately $12,829,000 at December 31, 1977. Of this amount $7,577,000 must be funded by 
December 31, 1981, and the balance over a period not exceeding 15 years. 


The Public Utilities Board of Alberta approved a rate increase to a subsidiary, Northwestern Utilities Limited, of 
$2,800,000 on October 1, 1975. A portion of this increase has been contested and the issue between the intervenor and the 
Public Utilities Board of Alberta is presently before the courts. 


16. Interim rates 


Included in the company’s earnings for 1977 are revenues derived from interim rate increases which are subject to review 
by and final order of the Public Utilities Board of Alberta. In the event that the interim rate increases are not fully confirmed 
the company will be required to refund the amount of any reduction to its customers. 


17. Anti-Inflation Act 


Effective October 14, 1975 the government of Canada enacted the Anti-Inflation Act and subsequently issued regulations 
which are presently scheduled to expire during 1978. The legislation is applicable to increases in prices and profit margins, 
employee compensation and shareholder dividends. The government of the Province of Alberta has indicated that it expects 
the Public Utilities Board of Alberta will permit regulated companies that provide the province with essential utilities to 
earn rates of return sufficient to assure continued viability and economic strength of such companies. 


18. Comparative figures 


Certain of the 1976 comparative figures have been reclassified to conform with the financial presentation adopted for 
LO idade 
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AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Canadian Utilities Limited as of December 31, 1977 and the consolidated 
statements of earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as of December 31, 
1977 and the results of its operations and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Edmonton, Canada i 


January 27, 1978 Chartered Accountants 
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CANADIAN UTILITIES LIMITED 


TEN-YEAR GROWTH SUMMARY 


(dollars in thousands except per share data) 


Natural Gas Revenues 
Electric Revenues 
Other Revenues 


Operating Expenses 


Natural gas supply 
Operating and maintenance 
Taxes — other than income 
Depreciation 


Operating Income 


Other Income 


Interest capitalized during construction 
Interest 

Gain on purchase of long-term debt 
Miscellaneous 


Income Deductions 


Income Taxes 


Minority Interests 


Net Earnings before Extraordinary Items 


Extraordinary Items — Non-Recurring Gain (Loss) 


Net 


Earnings 


Preferred Dividend Requirements 


Balance Attributable to Common Shares 


Common Shares Outstanding 


Earnings — Dollars Per Fully Diluted Common Share 


Common Dividends Paid (Not applicable prior to 1972) 


Net earnings before extraordinary items 
Net earnings after extraordinary items 


Amount 
Dividends per share 


Electric Statistics 


Gas 


Electric plant 
Construction work in progress 


Gross plant in service at cost 


Accumulated depreciation 

Capital additions 

Sales (thousands of kilowatt hours) 
Maximum demand (thousands of kilowatts) 
Plant capacity (thousands of kilowatts) 
Customers at year-end 

Communities served 

Miles of power lines 


Statistics 

Gross plant in service at cost 
Accumulated depreciation 
Capital additions 

Sales (millions of cubic feet) 


Maximum daily demand (millions of cubic feet) 
Degree days — Edmonton (normalized 5600) 


— Calgary (normalized 5352) 
Customers at year-end 
Communities served 
Miles of pipelines 
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1977 1976 1975 
318,707 216,503 $ 141,834 
93,934 78,133 57,945 
2,732 1,229 602 
415,373 295,865 200,381 
221,245 134,679 70,852 
87,167 72.797 56,541 
21,836 17,013 11,804 
18,782 15,648 13,293 
349,030 240,137 152,490 
66,343 55,728 47,891 
2,331 1,304 4,022 
1,368 764 417 
282 532 405 
(341) 935 527 
3,640 3,535 5,371 
69,983 59,263 53,262 
21,456 22,245 19,851 
48,527 37,018 33,411 
12,499 8,667 8,686 
36,028 28,351 24,725 
860 860 860 
35,168 27,491 23,865 
(1,592) 2,329 
33,576 27,491 26,194 
7,487 3.772 5,075 
26,089 23,719 $ 21,119 
17,121,584 16,633,504 14,198,376 
1.61 1.55 1.45 
1.52 1.55 1.61 
14,417 11,014 7,142 
8525 .765 65 
358,597 2325722 294,979 
34,365 19,958 14,366 
392,962 352,680 309,345 
62,162 53,191 45,677 
44,125 45,913 51,142 
2,357,793 2,181,637 2,024,713 
524 455 445 
671 686 686 
106,855 99,629 94,040 
385 368 365 
12,925 12,498 12,004 
370,854 333,882 300,799 
99,262 92,997 89,264 
38,795 39,401 29,478 
287,976 258,480 250,477 
1,594 1,430 1,318 
5,124 4,891 5,555 
5,289 4,885 5,750 
428,438 400,474 373,254 
260 257 253 
14,336 13,576 12,122 


1974 1973 1972 1971 1970 1969 1968 1967 
$ 91,192 82026 mo 675.8750 $70,342 62,972 59,221 53,809 51,925 
46,295 38,305 33,849 30,552 27,666 21,968 18,830 16,725 
294 40 
137,781 120,371 112,724 100,894 90,638 81,189 72,639 68,650 
40,179 35,907 32,357 26,982 22,695 21,330 19,766 19,381 
43,572 34,729 33,389 29,103 26,365 23,812 20,606 18,615 
8,035 6,829 6,516 5,959 5,288 4,755 4,366 4,076 
12,906 11,019 10,134 9,716 9,378 7,921 7,134 6,845 
104,692 88,484 82,396 71,760 63,726 57,818 51,872 48,917 
33,089 31,887 30,328 29,134 26,912 23371 20,767 19,733 
1,601 785 2,170 774 194 1,091 939 383 
223 208 466 704 480 336 584 665 
286 328 36 379 179 66 197 52 
464 253 306 243 16 202 115 67 
2,574 1,574 2,978 2,100 869 1,695 1,835 1,167 
35,663 33,461 33,306 31,234 27,781 25,066 22,602 20,900 
WNC 13,690 12,159 9,981 9,108 7,638 6,560 5,252 
18,536 19,771 21,147 21,253 18,673 17,428 16,042 15,648 
2,416 4,536 5,054 Wey 6,912 5,705 5,152 5,954 
16,120 15,235 16,093 14,121 11,761 23 10,890 9,694 
860 860 962 1,226 1,160 1,167 1,149 1,138 
15,260 14,375 15,131 12,895 10,601 10,556 9,741 8,556 
444 (89) 183 234 2,888 207 14 
15,704 14,375 15,042 13,078 10,835 13,444 9,948 8,570 
2,781 2,787 2,766 2,514 2,514 2,514 2,514 2,415 
feet 2993 i 58mm $e a12 276. 8S 810,564 8,321 10,930 7,434 6,155 
10,075,466 10,064,906 10,062,646 10,056,024 8,948,528 8,873,752 8,873,672 8,860,860 
1.05 99 1.05 91 80 81 74 67 
1.08 99 1.04 93 82 1.03 76 67 
5,943 5,535 5,231 
59 55 52 
217,838 206,525 159,300 148,596 143,022 131,010 96,901 82,251 
42,905 (1677 38,865 26,881 4,499 1,284 21,655 11,938 
260,743 218,202 198,165 175,477 147,521 132,294 118,556 94,189 
41,246 35,954 31,814 28,337 24,568 21,084 18,901 17,093 
44,849 21,341 24,514 29,123 16,447 15,513 26,089 17,735 
1,920,408 1,782,908 1,520,031 1,274,649 1,118,239 967,276 769,501 645,283 
388 376 342 295 281 245 216 178 
523 512 370 367 367 344 197 197 
88,822 84,598 80,492 77,246 74,193 72,042 70,076 67,503 
364 365 365 359 355 343 342 342 
Pie7 10 11,245 10,823 9,951 9,715 9,197 8,497 7,602 
275,541 251,705 236,920 221,191 211,269 200,069 189,287 180,667 
83,901 78,593 73,760 68,854 64,038 59,289 55,032 51,050 
25,658 17,080 16,543 10,594 11,830 115477. 9,457 9,299 
238,197 236,398 228,630 203,497 183,526 169,964 150,761 148,667 
1,228 1,109 1,132 1,115 969 894 918 784 
5,492 5,538 6,028 5,737 5,899 5,840 5,612 5,686 
5,230 5,428 5,973 5,532 5,579 5,760 5,556 5,435 
353,331 335,494 317,766 303,253 289,457 278,412 266,669 255,332 
253 253 251 249 240 238 229 291 
10,363 9,837 9,439 9,166 8,753 8,106 7,328 6,410 
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A dozen years ago you could not find a building in 
Fort McMurray over three storeys high. Today, two 
-12-storey high-rise apartments dominate the 
downtown skyline and a half-dozen similar size 
buildings are on the way. Such is the growth 
pattern of this frontier town 460 kilometres 
northeast of Edmonton in the middle of the vast 
Athabasca Tar Sands deposits. 


This pictorial review shows some of the physical 
characteristics of Fort McMurray as seen in the | 
summer of 1977 through the eyes of Alberta ae 
photographer Walter Petrigo. : oe a 


Fort McMurray is a community of over 20, 000 
permanent residents. By 1980 it has been ee 
estimated the area will have a population of 
36,000. Canadian Utilities has been associated - 


ee aa Pe 
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communities from the air. / Barges on the” 
Clearwater: Fort McMurray continues to serve a: 
an important transportation terminal on the 
Athabasca River. /Modern-day development of the 
Athabasca Tar Sands started with the extraction — 
plant of Great Canadian Oil Sands Limited shown — 

here. It is now producing 55,000 barrels of 
synthetic crude per day. The Syncrude project, due 
to go on stream in the spring of 1978, is pictured 

on page eleven of this report. /History of the area 
is preserved at the Fort McMurray Historical Park. 
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Irrigation pumps powered by natural gas helped southern Alberta farmers combat severe 
drought conditions that affected much of the 1977 growing season. 
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Valuation Day 


The following are the Valuation Day prices for 
Canadian Utilities’ common shares and warrants, 
adjusted for the stock split of September 15, 


1972. 
Commontonaresseae rien te ere $9.31 
Warrants #sec0 eee rae rao: $2.13 
1977 Common Share 
Dividends 
Record Date Date Paid Amount 
Feb. 7/77 Mar. 1/77 PA 
May 10/77 May 31/77 al 
Aug. 10/77 Sept. 1/77 a2i 


Nov. 18/77 Dec. 1/77 221, 


Annual Meeting 


The annual meeting of shareholders will be held 
in Edmonton, Alberta on April 25, 1978. 
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TEN YEAR GROWTH SUMMARY , 


REFLECTING THE CORPORATE RESTRUCTURING AND ACQUISITIONS 


1971 1970 | 

GROSS ADDITIONS TO PLANT: (in thousands of $) ; 

BOG Coley see oe ete city cere titiee Soon icine ta er era Ger ty, tee dies de geet ene Marae ee eae a Pee eee ae Ee eee $ 29,023 16,293 | 

GaS eee oe eaten deere Be ene en ce ae FRO tr et renran Peete Aer Pech Mens Cie ee ee, ; 11,143 12,562 | 

NOt al leathers ee tacebata cut ae wea MANOR rte rhe cnn Si ayy LES cma ne nt Ne Aen eee Pane an a Aes Rd Nr Rr a or tes : 40,166 28,855 
GROSS? PLANT irre cae Rt ee amr nn te pee ie OR ee eh I yn eae ee Teen 397 ,233 359,415 | 
Less accumulated depreci atl onite sence reeen scene sate acca cares cutee ea a remreeratictiercaurseratea te ieee eer aaee ee ieee ela teste cee at ace STM 88,607 | 
NET PLAN [eet aa ee ce enn eye Sie cs, 5 eel, RMR ck ae a Re Ree PAC Pe or ee 300,042 270,808 | 
FOTAG- ASSETS teeee. eater ee rerece a ah ge ike os nee ceed eto ere an He ree eer oe Oe enh etc baie Re ee 328,388 306,924 | 
OPERATING REVENUES: (in thousands of $) | 

Blectiice, mae terrce cate etn Raw rgte ty 5 mene Ms a eee a ee ere Eee ee 30,397 27,564 | 

GES eather oi cere se cts gates Phe nc yc Gi eo Orne im TAO). W27/ 62,724 

Fe a TORR Gent tt i PORE Menon oA Me Pee ee 100,524 90,288 | 
Operating expenses ............0... +S phen heltates RAN OC ao oR eine eh ARO ees Ee ee cra ae eR Re RR th ce tere ere 78,279 10:27 2a 
Olid tele mete In ihe iseascnastesnacctoen eutostas woke caanae sneseticndeze eqoncsbeeecmere SI eRe a PE oreo ON AR = MERE AOE er A SESE 1,857 853 | 
Interest and other deductions De tete OoPe oat Deorn Ne Sie snc eet Re Pali tora Ed tt tn Oona 3 Boe St Re Sk are Aer pr Me Ae A 9,981 9,108 
NetieanniiesmrompoperationsmmclucimeanniinO Gity mime’ tamer ess temeee ras eerste eee ern ee tenn eee Rte eee ee eer eee 14,121 11,761 | 
Minonityiinterest sree ee es Mee neater sere ee eraene tattle Te eee eee Rane eCd sy PAN re te Pe eae chee erat 1,226 1,160 | 
NetearningsfrormOperationSrcsec cet snc ce ue cneet ia nae cer oy ea ma enn tae ne eR ner nt ae eee nee Sean eee eis 12,895 10,601 | 
ExtraondinanvaltemSsleSsmminOntvallntCnestsuth ere |] eee == ttt ttt sittin ies eee 183 234 
Netieariinas eetee eee tt recat ear an aerenee eee DEI ee ee ee ta ae eae 13,078 10,835 | 
Preferred dividends 2c: iese sec ae cece erate ese he cic ech Ne ae ces a or one rr ear ne PAS ial 2,514 | 
NEiaINGOMEs1.O: COMMONISHAREMOEDERS Sitecgrraetee tee ce tree oor rarer eee ee eee 10,564 8,321 | 
EARNINGS PER COMMON SHARE: 

FORM OPCFall ONSien.cessetoat asst scrote caanan ater seeals eee ce mae Nr Sey seen chee nee RENE oe DRE) SER Ree Leen ee $ 4.13 3.60 | 

TotaleincludingextraorcivaryaltennSitcesmecscsn- aceeeretete were ceee tee eee eer eer ees rice mers ee eer eater er eR 4.20 Sh | 
COMMON SHARES OUTS PANDIUN Git eee ee eee 2,514,006 2,237,132 
SALES OF ELECTRIC ENERGY (thousands of kilowatt hours): ....0..0c0.0 esate eee ae 2 1,274,649 1,118,239 
MAXIMUM DEMAND (thousands of kilowatts) ....0.....0.0000000ccccee. oe Soe eae ROS SES AEB Mentone S TIE: 295 281 
SALES OR INA TURAL. GAS (millionsiot cubic tect) erect meee terete rrnt Atte rete oe Racer ee 206,630 186,831 | 
MAXIMUMEDATEYSDEWAINDEGallicnssoticlbicncct ===... 1,090 986 
BEANTGARAGC ING (hotsandsiomkilowatts) eae ae 367 367m 
NIFESSORSPOWERACINES 2 ee ee eee eee ry ee ponent: Vee ee eae Cee, 9,951 9,715 
MIEESTORLEIPEILN BS ieee nee om Te Fe a eet eto ROR Ree RY od es 9,166 8,753 
CUSTOMERS AT YEAR-END: 

Electricueess De ht Se RSS AEN ORE om AE Me AGENT BERS ETE SOAR eR eB eine ica ROPE Ne, ON te Rae Ne eek oer Mata ME ReOEEY, 2 Yeah Pa A 77,246 74,193 

(GAS ath ee ern emake reer tana eRe Re caret cena Ar reas ar teOm ENE a sg Re ce aR ee erg Wenn ne SON cere 303,253 289,457 
COMMUNITIES SERVED: 

Electrician cecnirec ane ae eee cee oretect tie eet aan RET Cece PEN ee a nee eae ee Mees. foe Bat 359 395) 

LOE her sar tt ate See caer me bie eine, Sieger inh Stn REP er eee aero eRe Seay Meee OMENS. oA “awe SAREE aera bebe. Re 249 240 
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SHAREHOLDERS: 


During 1971 Canadian Utilities, Limited was an operating electric utility. On 
January 5, 1972 through a corporate restructuring approved by the shareholders 
on December 20, 1971, it became the holding company and the parent of Alberta’s 
major gas utilities: Canadian Western Natural Gas Company Limited; Northwestern 
Utilities, Limited; their gas and electric associate, Northland Utilities Limited; and 
of a new company, Alberta Power Limited, which was formed to assume the 
former electric operations of Canadian Utilities. This now makes Canadian Utilities 
one of the largest investor-owned utility operations in Canada with net assets 
of $328 million and total annual revenue in excess of $100 million and the only 
such Canadian company having significant operations in both gas and electric 
service. 


The accompanying auditors’ report and financial statements reflect both the 
operations of Canadian Utilities as an operating electric utility for the year 
ended December 31, 1971 with comparative figures for 1970, and the operations 
of the Company on a combined basis for 1971 after giving effect to the restructur- 
ing and acquisitions. 


Combined net earnings for 1971 before extraordinary items, but after allowance 
for minority interests, amounted to $12,895,000, equivalent to basic earnings 
of $4.13 per common share on the 2,514,006 common shares outstanding after 
giving effect to restructuring. The basic earnings for the same period without 
giving effect to restructuring were $3.89 per common share on 1,182,274 common 
shares, compared with $3.71 for the year 1970. 


Total revenue from gas and electric sales totalled $100,524,000, an increase 
of $10,236,000 over the previous year. Electric revenue was $30,397,000, an 
increase of 10 per cent over 1970; and gas revenue $70,127,000 for an increase 
of 12 per cent. The latter was favourably affected by an overall rate increase of 
approximately 10 per cent approved by the Public Utilities Board for Canadian 
Western Natural Gas Company effective February 1, 1971. 


The results for the year were very encouraging. Alberta’s coal, oil and gas reserves 
remain in strong demand, and farm cash receipts, building permits and other 
economic indicators detailed elsewhere in this report were all improved over 1970. 
In consequence the Company's service territory continues to be one of the most 
active areas for development in Canada. 


The operating subsidiaries are now engaged in the largest construction program 
in their history, requiring estimated capital expenditures of $162,000,000 during 
the next five years, of which $40,000,000 will be expended in 1972. Of these 
amounts the electric operations are expected to require $104,000,000 for the 
five year period, with $23,000,000 to be expended in 1972. The combined capital 
program for 1971 was $40,239,000. 


It is anticipated that the restructuring of the Company will facilitate the financing 
necessary to carry out this program. Over the past five years the individual 
subsidiaries in total have made eight debt financings, together with one issue 
of preferred shares and one issue of common shares through a rights offering. 
It is now expected that future financings will be done through the Company which 
will then in turn finance the requirements of the subsidiaries. Your board believes 
that this method of financing will enable the capital needs of all the subsidiaries 
to be met on more favourable terms with financings in larger amounts and at 
less frequent intervals. 


On March 1, 1972, the Company sold at par to the public, through its underwriters, 
$30,000,000 of 8-3/8% debentures, 1972 Series. This was twice the amount 
of the next largest previous offering of any of the subsidiaries. 


Reflecting the continued growth in earnings and confidence in the effects on 

the Company of restructuring, your directors, on January 10, 1972, increased 

the quarterly dividend payable March 1 to 50 cents per common share, from 

‘ previous level of 42-1/2 cents. This is the first change in dividend rate since 
66. 


The annual report of the Company for the year 1970 contained reference to the White Paper on Tax Reform and to 
representations which were being made to the federal government by the Company together with other Canadian gas 
and electric utilities. Your directors are pleased to report that these submissions were favourably received by the government 
with the result that an area of considerable concern to the gas and electric utility industry has been clarified in that 
dividends paid by these companies will continue to qualify for a dividend tax credit under the new federal income tax 
legislation. In addition, the mechanism under which substantially all of the federal income taxes paid by the subsidiaries 
are rebated to the Province of Alberta and the Territorial Governments and in turn, through your subsidiaries to their 
consumers on behalf of these governments, remains in effect. 


The combined consolidated financial statements reflect those parts of the plan of restructuring which have been completed. 
On January 7 the Company mailed an offer to the minority shareholders of Canadian Western Natural Gas Company 
for the exchange of each ordinary share of Canadian Western held for one $1.25 cumulative redeemable convertible 
second preferred share of $20 par value of the Company. This offer is identical to that made to Canadian Western's 
former parent, International Utilities Corporation, and which was accepted by that corporation on January 5, 1972. 
As of March 7, 1972 the offer had been accepted with respect to 171,987 shares representing 78 per cent of the 
outstanding minority interest in Canadian Western. The expiry date of the offer is May 10, 1972. 


The rapidly increasing demand for natural gas on the North American continent has resulted in substantial increases 
in the field price of gas in Alberta. The gas subsidiaries recognize that some further increases in field gas prices may 
be necessary to insure the full development of the gas reserves of the province and to provide adequately for the future 
requirements of our customers. 


Although the constant pressure toward higher operating costs must remain a continuing concern, your directors do 
not contemplate increased rates in the subsidiary companies at this time. 


In 1971 the Alberta government established the Energy Resources Conservation Board to merge the major regulatory 
functions of the Oil and Gas Conservation Board and the former Alberta Power Commission, and extended its jurisdiction 
to the coal industry. The Company’s application for approval of its projected addition to its Battle River Station was 
the first heard by the new board, and in support of its submission it was necessary to demonstrate that the project 
was soundly planned and in the public interest. Subject only to certain environmental criteria being satisfied the application 
has been approved. 


In addition to the jurisdiction exercised by the Energy Resources Conservation Board, the closest possible co-ordination 
continues to be maintained with the other electric utilities in Alberta to ensure that an adequate and dependable supply 
of power is available throughout the province. As a result Alberta for many years has enjoyed a standard of service 
reliability unexcelled in Canada. 


On February 1, 1972, John E. Maybin, who had been Chairman and Chief Executive Officer of the Company since July, 
1969, was appointed Group Vice President — Utilities of International Utilities Corporation. Mr. Maybin continues to 
hold the position of Chairman of the Company. His duties as Chief Executive Officer have been assumed by the President, 
E. W. King. 


In the spring of 1971 new collective agreements were negotiated with the employee associations for the gas operations. 
These agreements cover 1,125 permanent as well as all seasonal employees and are effective for 1971 and 1972. In 
January, 1972, a new two-year collective agreement for the years 1972 and 1973 was reached with the employee association 
in the Company’s electric operations. This agreement covers 475 permanent employees. 


The Company continues to enjoy an excellent employer—employee relationship. The directors express their appreciation 
of the continuing contribution made by the staff to the operation, expansion and development of the Company. 


ON BEHALF OF THE BOARD OF DIRECTORS 


E. W. King, ay ieee) 


President and Chief Executive Officer 
March 9, 1972 
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SUMMARY 


Use of electric energy in the 
company’s service territory continued 
at an excellent rate in 1971. Sales of 
energy totalled 1,274,649 thousands 
of kilowatt hours, an increase of 14 
per cent over the previous year. This 
compares with the recent annual 
growth rate of 5 per cent in Canada 
as a whole. 

The number of electric consumers 
rose to 77,246 at the end of 1971, an 
increase of 3,053 from the previous 
year. Revenue from sales of electric 
energy for 1971 was $30,397,000, an 
increase of $2,833,000 over 1970. 

The company provides electric 
service through its operating 
companies: Alberta Power Limited 
and Northland Utilities Limited and 
their subsidiary companies in 
east-central and northern Alberta, the 
Yukon Territory, the Northwest 
Territories and in Lloydminster and 
Uranium City, Saskatchewan. 

In total, more than 350 
communities are served. The 
supporting economy includes mixed 
farming, oil and gas exploration and 
production, lumbering, coal and metal 
mining, commercial fishing, tourism 
and northern transportation facilities. 
MARKET GROWTH 

The continuing high level of 
development of resource industries 
together with an improvement in farm 
cash receipts resulted in a sustained 
growth in the number of new homes, 
commercial buildings, hospitals and 
schools throughout the company’s 
service areas. 
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Supply of electric service to oil and 
gas fields continues to expand and 
revenue from this source increased 
20 per cent over 1970. It now 
amounts to 22 per cent of total 
electric revenue. The company serves 
more than 100 different oil 
companies in some 1,700 locations. 

In addition to providing electricity 
for pumping oil there has been a 
notable increase in the number of 
pumping services provided for water 
source wells and salt water disposal. 
For example, at Freeman Lake, in the 
Swan Hills, electric service will be 
provided to a water booster station 
with an initial load requirement of 
5,600 horsepower. 

Projected new developments at the 
Athabasca tar sands forecasts a 
bright future for the Fort McMurray 
area. Late in the year Syncrude 
Canada Limited received approval of 
its application, first filed in 1962, for 
construction of a $500,000,000 
extraction plant. The company plans 
production of 125,000 barrels of oil a 
day when the plant ts in full 
production in mid-1976. In addition to 
a substantial work force during the 
construction phase, this project will 
provide permanent jobs for about 
1,100 operating employees. 

In 1971 Fort McMurray reported an 
increase of more than 200 in the 
number of residences, including three 
large apartment buildings. Population 
of Fort McMurray increased by 1,000 
to more than 7,000 at year’s end. 
The town has annexed property for 
an additional 300 lots. 

In the agricultural sector, Alberta 
farm cash receipts in 1971 recorded 
an 11 per cent increase over the 
1970 level. Farm customers, who are 
assisted by the company’s agricultural 
staff in developing the optimum use 
of electricity, continued in 1971 to 
make greater use of this source of 
energy. Average use per service in 
1971 grew to 9,566 kilowatt hours per 
year, an increase of 14 per cent. 


A total of 308 electric service 
contracts were received from new 
members of the 166 Rural 
Electrification Associations served by 
the company, compared with 279 the 
previous year. Power lines to serve 
the majority of these were completed 
by year’s end. The company now serves 
approximately 19,000 farm 
customers. It is estimated that more 
than 90 per cent of the occupied 
farms in the company’s operating 
territory now have electric service 
available. 

The northern Alberta district 
reports a year of outstanding growth. 
At year’s end 28,255 customers were 
being served, an increase of 1,791. In 
Grande Prairie 450 customers were 
added, and in the new coal mining 
town of Grande Cache an additional 
255 customers received service during 
the year. Grande Prairie itself had a 
record construction year, with building 
permits exceeding $8,000,000. This 
growth was associated largely with the 
anticipated requirements for those to 
be employed in Procter and Gamble’s 
new 750 ton per day pulp mill. 

The Yukon companies experienced 
a 10 per cent increase in customers 
and a 12 per cent increase In 
revenue. Growth, however, was 
tempered by the closure of two 
mines, one of which is continuing 
development work. Electric heating 
continues to be popular in the Yukon 
where approximately 65 homes and 8 
apartment buildings in Whitehorse are 
now totally heated by electricity. 


Electric power is available to more than 350 
communities. They range from Stettler, left, 
and Drumheller, top, in central Alberta, to far 
north settlements like Whitehorse and Fort 
Chipewyan. Competition is keen at winter 
carnivals, such as at Fort McMurray. 


NEW 
CONSTRUCTION 


GENERATION 

During the year capital expenditures 
of $19,454,000 were made on the 
major new station, the H. R. Milner 
150,000 kilowatt steam plant being 
built near Grande Cache, the site of 
the McIntyre-Porcupine coal mine. All 
major contracts have been issued on 
the project and initial steaming Is 
planned for June, 1972. Final cost of 
this plant is expected to be 
$34,000,000 of which expenditures in 
1972 are forecast at $11,000,000. 

To meet foreseen growth 
requirements the company plans to 
install and put into service by 1975, 
another 150,000 kilowatt unit at the 
Battle River Station. Approval to 
proceed has been received from the 
Alberta Energy Resources 
Conservation Board subject only to 
additional approvals by the 
Department of the Environment. 
When completed the capacity at 
Battle River will be 362,000 kilowatts, 
provided by two 31,000 kilowatt and 
two 150,000 kilowatt generators. 
During 1972 nearly $1,000,000 will 
be spent on initial work for the fourth 
generator. 

A major investigation of the coal 
resources adjacent to the Battle River 
Station was undertaken during the 
past year, including field drilling, 
coring and mapping. This 
investigation has confirmed the 
existence of an adequate supply of 
coal for the new Number 4 unit. 
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Total generating capacity of the 
company’s 33 generating plants on 
completion of the H. R. Milner Station 
but not including Battle River Number 
4, will be 517,000 kilowatts. Battle 
River Station and six other plants are 
part of the Alberta provincial 
inter-connected grid system. There 
are 26 smaller plants throughout the 
more remote areas of Alberta, the 
Yukon and the Northwest Territories. 
TRANSMISSION & DISTRIBUTION 

In mid-1971 construction was 
started on a 90-mile 144,000 volt 
line running from the H. R. Milner 
Station at Grande Cache to Grande 
Prairie. Completion of this 
construction in 1972 at a total cost of 
$2,600,000 will provide a second 
interconnection from the provincial 
grid to the H. R. Milner Station and 
will facilitate the delivery of power 
from the Grande Cache area to 
northern Alberta. 

A second major transmission 
project was the completion, at a cost 
of $600,000, of a 144,000 volt line 
from Metiskow to Monitor, a distance 
of 30 miles, to reinforce the supply of 
power to east-central Alberta. 

Continued oil field use in the Swan 
Hills area required the construction of 
three new substations and about 18 


miles of 72,000 volt transmission line. 


During the year the company’s 
engineering department 
commissioned a unique remote 
control system which permits the two 
30,000 kilowatt gas turbines in the 
Rainbow Station located in the 
extreme northwest corner of the 
province to be entirely controlled from 
the Sturgeon Station east of Grande 
Prairie, spanning a distance of more 
than 300 miles. 

In addition, many minor extensions 
and improvements were made during 
the year. 

Total expenditures in 1971 on 
transmission and distribution facilities 
amounted to $9,323,000. 

FUTURE DEVELOPMENT 

The company’s capital budget for 
electrical development in 1972 is 
$22,809,000. More than half of the 
expenditures will be devoted to power 


generating facilities with other major 
projects designed to expand the 
electric system to meet continually 
increasing demands for service. 

Capital expenditures of nearly 
$800,000 will be devoted to additional 
diesel generating facilities serving 
isolated communities in the north, 
including $200,000 for improvements 
in generating capacity for Hay River, 
N.W.T. 

Approximately $3,000,000 will be 
expended for high voltage 
transmission lines in the Drumheller, 
Grande Prairie and Vegreville areas. 
Approximately $2,000,000 will be 
spent on substations. 

In addition to completing the line 
from Grande Cache to Grande Prairie, 
1972 plans call for construction of 60 
miles of 144,000 volt line from 
Barrhead to the Swan Hills area, 18 
miles of 72,000 volt line within the 
Swan Hills area and 40 miles of 
72,000 volt line to the Pollockville 
area. The sum of $250,000 is 
provided for oilfield transmission line 
extensions. 

Extensions to serve new customers 
will require nearly $500,000, while an 
equal amount will go towards the 
purchase of distribution transformers 
and voltage regulators for these new 
extensions. About 30 per cent of new 
customer installations will be placed 
underground. 


The company’s newest generating plant, the 
H. R. Milner Station, top, is nearing 
completion at Grande Cache. It is also seen 
on our front cover. 


The Astoria Plant, right, provides 
hydroelectric power to Jasper. Public tours 
are popular at the Battle River power plant 

where already unit number four is in the 
planning stage. 
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SUMMARY 

The company is the major gas 
distributor in Alberta. Service is 
provided through three operating 
subsidiary companies as follows: 

Canadian Western Natural Gas 
Company Limited provides natural gas 
service to communities and farms in 
southern Alberta from just south of 
Red Deer to the U.S. border including 
the cities of Calgary and Lethbridge. 

Northwestern Utilities, Limited 
provides natural gas service in the 
central Alberta area including the 
cities of Edmonton, Red Deer, 
Wetaskiwin and Camrose. 

Northland Utilities Limited provides 
natural gas service to northern 
Alberta and to Dawson Creek, B.C. 

Natural gas sales increased by 19.8 
billion cubic feet in 1971 to 206.6 
billion cubic feet, an increase of 11 
per cent over 1970. 

The major portion of the load 
growth resulted from the expansion of 
service to an exceptional number of 
new residential customers added 
during the year and to substantial 
growth of sales to industrial 
customers, especially in the 
Edmonton area. 

Heating loads vary directly with 
temperature. Since, in 1971 the 
average temperature was near 
normal, the increase in residential 
sales in particular can be directly 
attributed to the growth in customers. 

The following table shows sales by 
class of customer in 1971: 


Billions of Per Cent 

Cubic Feet of Total 
Residential............ 5) 28 
Commercial .......... 60.0 29 
ICU Sith cl eee 89.1 43 

206.6 100% 


In 1971 a total of 13,796 new 
customers were connected, to bring 
the total at year-end to 303,253, the 
largest annual increase in the past 10 
years. Six small communities were 
connected during the year. 

New records were established for 
peak day delivery. In Northwestern's 
system this occurred on January 14, 
when 605 million cubic feet were sent 


out. On that day the temperature 
averaged 26.8 degrees below zero. It 
was not until December 15 that a 
new maximum day sendout was 
established on the Canadian Western 
system when the demand reached 
447 million cubic feet. 

MARKETING 

Owing to its inherent price 
advantage in Alberta, natural gas 
enjoys almost complete dominance of 
the heating market. Growth of gas 
load for this purpose therefore Is 
highly dependent on growth of the 
communities served. 

Principal markets of the gas 
companies are the two major cities of 
Calgary and Edmonton, both 
among the fastest growing areas 
in Canada. The 1971 census reports 
a population increase in five years, 
1966 to 1971, of 21 per cent for 
Calgary and 16 per cent for 
Edmonton. 

Both of these cities are growing at 
annual rates in excess of three per 
cent. At the end of 1971 Calgary had 
a population of approximately 
413,000, and Edmonton of 450,000. 
About half the people of Alberta live 
in or near these two cities. 

In Edmonton in 1971 building 
permits worth $190,200,000 were 
issued, surpassing the 1969 record 
of $169,300,000. Residential 
construction was largely responsible 
for the building boom as permits 
valued at $101,700,000 were issued 
for the construction of 9,100 homes 
and apartment dwelling units. 

Construction at the University of 
Alberta, Canada’s third largest 
university, continued during 1971 
with the completion of the impressive 
$22,000,000 Biological Centre and 
three smaller centres totalling 
$15,000,000. In addition, the first 
stage of the $100,000,000 Health 
Service Centre was started. 


Cities served by the companies continue to 
grow at a rapid rate as apartments and office 
buildings continue to be built. Also growing 
are universities, like the University of 
Lethbridge, right. 


Night view is of downtown Edmonton, where 


the company's head office is located. 
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Edmonton is acknowledged as the 
refining and petrochemical centre of 
western Canada. In 1971 the Gulf 
Refinery completed its $84,000,000 
expansion to 80,000 barrels a day, 
replacing existing refineries in 
Saskatoon, Moose Jaw and Calgary 
and making it the largest refinery 
west of Sarnia, Ontario. The refinery 
is one of the company’s largest 
industrial gas customers. Imperial Oil 
Limited disclosed plans in late 1971 
for a new 140,000 barrel per day 
refinery which will consolidate in 
Edmonton the operations of their 
existing plants now located at 
Edmonton, Calgary, Regina and 
Winnipeg. This new refinery, to cost 
more than $200,000,000, will be in 
operation in late 1974. 

Sales to Edmonton Power, the 
company’s largest customer, 
increased by 6 per cent in 1971. 

Interprovincial Pipelines started 
construction of the fourth major oil 
products pipeline between Edmonton 
and Lake Superior, a $61,000,000 
venture. One of Interprovincial’s 
pumping stations near Hardisty, 
Alberta was converted to natural gas 
operation in 1971 with service 
provided by Northwestern. 

One of the fastest growing areas in 
the country is the residential 
community of Sherwood Park, three 
miles east of Edmonton. In 1971 it 
reached a population of 17,500, an 
increase of 29 per cent over 1970. 
The other satellite towns of St. Albert, 
Spruce Grove and Fort Saskatchewan 
also marked continuing growth with a 
population increase of 19 per cent. 

In Calgary the value of building 
permits issued during 1971 was 
$193,867 ,000, $20,400,000 higher 
than in 1970. New living 
accommodation was provided in 140 
multiple dwelling projects and 4,166 
residences, adding 7,856 dwelling 
units. In addition three mobile home 
parks were built to provide 780 new 
sites. 
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Industrial sales on the Canadian 
Western system increased by 6.9 
billion cubic feet over 1970. Several 
industrial plants extended their 
facilities which will increase industrial 
gas sales. Among them are an 
aluminum extrusion plant, an 
enlarged milk plant, a large asphalt 
plant, an additional lime kiln at 
Exshaw, and an additional malt kiln 
in Calgary. 

Demands for supplies by the 
construction industry which have 
been increasing each year have 
influenced Canada Cement Lafarge to 
announce a $30 million extension to 
its Exshaw plant. Construction will 
start in 1973 and by 1975 it is 
expected there will be a 50 per cent 
increase in gas sales to this plant. 

Lethbridge had a year of modest 
growth. Its population is now 
approximately 42,000, an increase of 
almost 1,000 over the previous year. 
Building permits issued during 1971 
totalled $18,124,000. Red Deer, 
fourth largest city served by the gas 
companies, reports building permits 
in 1971 of $9,300,000, the third 


highest in the city’s history. 
Population of Red Deer is now more 
than 27,000. 

NEW CONSTRUCTION 

Capital expenditures for the gas 
utilities in 1971 were $11,000,000, 
covering the construction of pipelines 
and facilities, and the purchase of 
meters and other required equipment, 
to serve the record number of new 
customers connected during the year. 

During 1971 a total of 413 miles of 
pipelines were added to the gathering, 
transmission and distribution 
network. At the end of the year the 
systems totalled 9,166 miles. 

The largest program of capital 
expenditures in company history is 
forecast for 1972. Construction 
programs are estimated at 
$16,850,000. 

The high rate of population growth 
in the area served by the gas utilities 
in 1971 is expected to continue in 
1972, anticipating the connection of 
10,700 new customers, including 750 
rural customers. Cost of the 
extensions to serve these new 
customers is estimated at $5,315,000. 

The largest project in the 
Northwestern system, at a cost of 
about $2,000,000, is a 10-inch, 
54-mile, loop from the Paddle River 
plant to the junction of the Paddle 
River and Swan Hills transmission 
lines to augment supply in the 
Edmonton area. Another is the 
construction of nearly 18 miles of 
eight-inch gas pipeline from the Gold 
Creek gas plant to the pulp mill being 
built near Grande Prairie. 

Canadian Western has contracted 
to install and operate a major storage 
scheme in the Carbon Field for 
TransCanada PipeLines for a 20-year 
period. This scheme involves the 
drilling of several additional wells and 
the installation of approximately 
4,500 horsepower of compression 
facilities. Under the scheme, 20 
billion cubic feet of TransCanada’s 
gas will be stored during each 
summer storage season and an 


During a year of exceptional customer growth 
gas pipelines were installed to serve Albertans 
in our cities, rural communities and in 

mountain areas. 
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equivalent total volume, at rates up to 
200 million cubic feet per day, will be 
delivered back to TransCanada from 
storage during each winter season. 
The scheme will be partially in 
operation during 1972 and in full 
operation by the fall of 1973. 
Expenditures on this project in 1972 
are estimated to be $2,766,000. 
GAS INDUSTRY RESEARCH 

Canadian Western has become the 
first Canadian member of a natural 
gas industry team engaged in a fuel 
cell research program which has been 
under way for several years. This 


GAS SUPPLY 


program has shown that it is technically The marketable gas reserves in fields 


possible to produce electric power at 
the point of consumption by use of 
the natural gas fuel cell. There are 33 
companies involved in the test 
program now in the process of field 
testing and determining possible 
market acceptance and economic 
feasibility of equipment which could 
provide the power requirements of a 
home or small commercial building. 
The first test installation in Canada 
will be made in Calgary in 1972 and 
will be open for public inspection. 
Other research programs include 
studies on a system of mass 
measurement, where gas is measured 
by the pound instead of by the cubic 
foot. It is applicable at present only to 
large quantity measurement. The field 
work has been completed and the 
results are to be presented to the 
federal government authorities so this 
method of measuring may be 
approved for use in Canada. 


This slogan was a major advertising theme of 
the gas companies in 1971. 
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serving the company’s gas customers 
were estimated to be 5,140 billion 
cubic feet as at December 31, 1971. 
Purchase gas cost of $24,722,000 
was the company’s largest single 
direct operating cost, accounting 
for more than 30 per cent of the total 
operating expense. 
The accompanying table shows the 
various sources of gas supply for 
1971: 


Per Cent 

of Total 
Oilfield and gas piants ........ 64.5 
YAY FRAN WGGIS, cco snoadcossceesonence 24.9 
Export companies .a 6.0 
OthermSOunCeSmeenenee ere meee 4.6 
100.0 


Northwestern owns major interests 
in the dry gas fields, Viking-Kinsella, 
Beaverhill Lake, Fort Saskatchewan 
and Fairydell-Bon Accord and other 
minor sources. Gas from these fields 
was used primarily to meet the winter 
season peak loads. On the peak day, 
which occurred on January 14, 1971, 
these fields were called on to supply 
58 per cent of Northwestern’s total 
system demand. 

The dry gas and storage fields at 
Bow Island, Carbon and Foremost, 
largely owned by Canadian Western, 


were called on to supply 23 per cent 
of Canadian Western’s total system 
demand on the peak day, which 
occurred on December 15, 1971. 

A relatively minor amount of the 
gas utilities total gas supply was 
purchased from the export 
companies, TransCanada PipeLines 
Limited, Westcoast Transmission 
Company Limited and Alberta and 
Southern Gas Co. Ltd. This gas was 
used to supply communities and rural 
customers which cannot be reached 
by the gas utilities’ own pipeline 
network and to meet short term 
winter peaking requirements in 
various parts of the system. 

The continuing growth of the 
company's markets requires constant 
attention to the addition of new gas 
supply sources. 

During the year a new 10-year gas 
supply contract for an average volume 
of 20 million cubic feet per day was 
entered into by Northwestern with 
Canadian Industrial Gas & Oil Ltd. in 
the Edmonton area. 

Agreement has been reached by 
Northwestern with the producers in 
the Paddle River Field to increase the 
average daily purchase from the 
present commitment of 17 million 
cubic feet per day to approximately 
40 million cubic feet per day. This 
increased supply will require the 
construction in 1972 of a new 
processing plant in the field by the 
producers and a partial looping of 
Northwestern's transmission facilities. 

A one year gas purchase 
arrangement was made by 
Northwestern with TransCanada 
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PipeLines for the supply of 15 million 
cubic feet per day to Imperial Oil’s 
miscible flood project in the Golden 
Spike oilfield. 

Northwestern drilled a total of four 
wells during the year. Three 
exploratory wells drilled in the 
Viking-Kinsella area to test deeper 
horizons proved to be non-productive 
and were abandoned. A development 
well drilled using air-drilling 
techniques was very successful and 
resulted in a well with an absolute 
open flow potential of 78 million 
cubic feet per day, the 
highest deliverability well in 
Northwestern’s dry gas fields. This 
well will be used to meet the peak 
winter requirements of the Edmonton 
area. 

Canadian Western purchased 
properties containing a modest 
amount of reserves and two gas wells 
in the vicinity of the Carbon-Calgary 
transmission line. This property will 
be placed on production during 1972. 


Northland purchased all of its gas 
requirements from other companies, 
who own gas in fields adjacent to 
Northland’s systems. The gas supply 
in all areas of Northland’s system was 
adequate to meet its requirements. 
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Working over a well in the Viking field. 


Additional compression facilities will be 
installed at Carbon field in 1972. 
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PREFERRED SHARES 


MONTREAL TRUST COMPANY 
Edmonton, Alberta — Calgary, Alberta — 
Winnipeg, Manitoba — Toronto, Ontario — 
Montreal, Quebec — Vancouver, British 
Columbia — Regina, Saskatchewan 


CONVERTIBLE DEBENTURES 


THE ROYAL TRUST COMPANY 
Edmonton, Alberta — Winnipeg, Manitoba — 
Toronto, Ontario — Montreal, Quebec — 
Vancouver, British Columbia 


AUDITORS 


PEAT, MARWICK, MITCHELL & CO. 
2500 Alberta Telephone Tower 

10020 - 100th Street 

Edmonton, Alberta 


We have examined the combined consolidated balance sheet and the consoli- 
dated balance sheet of Canadian Utilities, Limited and Subsidiaries as of December 
31, 1971 and the combined and consolidated statements of earnings and source 
and application of funds and consolidated statement of retained earnings for 


AU D | TORS’ the year then ended. Our examination included a general review of the accounting 


procedures and such tests of accounting records and other supporting evidence 


REPO RT TO TH F as we considered necessary in the circumstances. 


SHAREHOLDERS m 


(b) 


(c) 


In Our opinion: 


the accompanying combined consolidated balance sheet presents fairly 
the financial position of the companies as at December 31, 1971 after 
giving effect to the transactions referred to in Note 1 to the financial 
statements, In accordance with generally accepted accounting principles. 


the accompanying combined statements of earnings and source and 
application of funds present fairly, on the basis referred to in Note 1 
to the financial statements, the combined results of operations and 
the combined source and application of funds of the companies for 
the year ended December 31, 1971, in accordance with generally ac- 
cepted accounting principles. 


the accompanying consolidated financial statements present fairly the 
financial position of the company and subsidiaries as at December 31, 
1971, and the results of their operations and the source and application 
of their funds for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 
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Edmonton, Alberta Peat, Marwick, Mitchell & Co. 
February 9, 1972 Chartered Accountants 
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BALANCE SHEETS 
DECEMBER 31 


Assets 
Combined 
Consolidated 
(Note 1) 
1971 
Fixed assets: 

Property, plant, leases, rights, gas wells and equipment subject 

1) Alanolatrznilleln) Glave! GLEVeVRACTEMMCNA, GNC COB oc sccasvcaaeoseonanenesccanaciniusacesuneaearaseeoseens $389,233,737 
Less accumulated amortization and depreciation (Note 2) 0.0.00... 97,191,466 

292,042,271 

Undertakings, franchises, gas rights, etc., in respect of which 

NONProvisionmOrralmontizatiomilSsOel Mena CC lees sees eee eet en etree ener nen ee eree 8,000,000 

Net: fixed aSSets. aca, o eee eee eee ee ee ene ce ee 300,042,271 
Trust funds for rural co-operative lines, per contra: 

Trustee investments, at cost and accrued interest, and cash ............0...0......02.05. 5,591,323 
Investments not having market quotations, at cost... 210,002 
Accounts receivable due beyond one year .......0...0.....ccccceetseeeree 1,383,651 
Current assets: 

CaS Hise Se eae eee ce ce eee 6 eS ae 5 ERE ok ON eee reat EEE 683,688 

Marketable securities, at cost (market value 1971, $387,020; 

TOZORDSA300! OOO) eae eee ee eee ere oe eee er er AORN sciitineas Mapuche seas omrenaees 532,660 
ACCOUNTS: recelVabblegeay sa ese eee sera ret ae ceria eae nan ea ete arctan 11,056,758 
DuesfrompattiliatediconnpalleSueeece cree eres eee ee eee ee 9,994 
Materials and supplies, at or below average COSt...............:c0cc:ecceesseeeeesetseereeereeees 4,768,733 
Income:taxes:recoveralble(NOtGE7 mance rete cree eee ne eee eee eran — 


PrEPald! OX DeENSeEScs martes eee earths crt gc eM ae Reg rt ecco yc 369,254 


NOTA CULENTEASSOUS meen tee cs te ese ees are ners res 17,421,087 
Unamortized debt discount and expense o.oo cccccceeceeereeeees 3,032,125 
Deferred: expeniser.secamerece awe eae ee ce ey een ee ees oe 7 707,174 

On behalf of the board: 
E. W. KING, Director 
K. L. MacFADYEN, Director 
$328,387,633 


(See accompanying notes.) 
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Consolidated 

1971 1970 
150,528,324 123,108,010 
23,765,590 20,489,372 
126,762,734 102,618,638 
126,762,734 102,618,638 
4,940,949 4,661,250 
190,893 1,005,187 
309,439 66,966 
- 4,300,000 
2,695,949 22 SES) SVE 
190,411 491,941 
1,724,122 1,489,034 

87,429 — 

115,725 139,636 
5,123,075 8,820,899 
1,663,072 1,742,469 
482,076 99,829 
139,162,799 118,948,272 


Shareholders’ equity (Note 6): 


Preferred shares (Note 3) .......0..........:cccees 
Conmimomesiares: (Note: 4) eee eee ee 


Liabilities and Shareholders’ Equity 


Combined 
Consolidated 
(Note 1) 
1971 


$ 41,707,600 
65,239,852 


106,947,452 


Less excess of value of shares of subsidiary companies after giving effect to 
the plan of corporate restructuring and acquisition over underlying net book 
value of those companies attributable to International Utilities Corporation 


(Note 1) 


Retainedmeanniinc Sassanse- teres eee eee 
Total shareholders’ equity ........... 
Minority interest (Note 5)... ccc, 
Long-term debt (Note 6)................00cn5 
742% Note payable to parent company, due November 15, 1978 .. 
Amounts held in trust for rural co-operative lines 0.0... 


Current liabilities: 
Demand notes payable to affiliated company 


Loans payable to bank .......... 1s cr eh EPR Pee a 
Accounts payable and accrued liabilities......... 
Accrued interest on long-term debt................. 
Long-term debt-current maturities (Note 6) ... 
Deposits for rural co-operative construction ... 
Consuimerd CDOSitSmanesceweetese a osete es aeaeatsers 
Duertouparenticompamy yssssessee see esas cena 
Income taxes — net (Note 7) 0.0.0.0... 
Othermtaxesm mere cs et cee ar cchaeeccumeetan: 


Other liabilities: 


Consliinelad CPOSitSmeyeewecnsee ieee: tenes 
MiISCellanCOUSseeaceetctce te ect sncrer cure rserme ere 


iiotalvother liabilities =... 


Contributions for extensions to plant... 


Commitments (Note 8) 


Wee Sr bens hanc cee HEATER Roto nmecectnaepmaat Sena ne: 28,990 


17,567,362 


89,380,090 
20,496,557 
109,876,647 


23,743,489 


129,313,872 
3,500,000 


5,591,323 


2,850,000 
17,950,000 
12,207,892 

1,304,391 

2,782,500 

796,884 

2,071,306 


595,722 
2,239,916 
42,827,601 
1,774,595 


1,110,780 


1,110,780 


10,649,326 


$328,387,633 


Consolidated 


1971 


10,500,000 
17,297,500 


27,797,500 


27,797,500 
20,496,557 


48,294,057 


67,858,500 


4,940,949 


6,300,000 
5,423,410 
602,536 
1,561,250 
618,463 
333,440 


14,839,099 


347,092 


347,092 


2,883,102 


139,162,799 


1970 


10,500,000 


17,297,500 


27,797,500 


27,797,500 
17,727,794 


45,525,294 


59,744,750 


4,661,250 


3,567,828 
538,384 
146,250 
504,620 


1,399,600 


6,156,682 


317,382 
312,348 


629,730 


2,230,566 


118,948,272 
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STATEMENTS OF EARNINGS 


Year ended December 31, 


Combined 
(Note 1) 
1971 
Flectricc:enerpy’ Sales:.she.-keretecucdan ne or Aes ecescte nce erra ceteeeene $ 30,396,930 
Natural’ gas.:Sales 2509 eos Jasco ree tS eee bhutan sce ene oa epee oe 70,126,504 
100,523,434 
Operating expenses: 
Natural’gasrpurchasediers cetera teat crane tener terre ne ee een nee ce hee ne pene 24,721,534 
Ope rea tl tg ices sis tsar ee cere tec ne eee eee cite crice ees Per ier 26,721,634 
Maintenance nas nerre ete FA a RE RRS ree cr er aa rac nae SoA ane 5 213/172 
iaxess— income (INOte#7) eeescerne eee Boi Sac ne Orbea nocd Sanos BRP eR aBae ae rBA gis He prIacaISE 7,132,190 
Taxes. other tha nslnComesesnc case ceeones ieee eae ote ate erate omer a renee er eae 5,959,395 
Depreciation exclusive of $570,227 — combined, $98,394 — consolidated, 
included in operating and other accounts (1970 - $143,962) (Note 2).............. 9,145,732 
78,893,657 
Net OperatingsincOme sve deyie seer eee ee eye een es eee 21,629,777 
Other income: 
InteresticapitalizedsadUnineaconStnUiCtl On imammmentee ner tteeestanne nee eee tee es aameete eee Reese 773,981 
INTSKESE AMG NGIVI COGS Fes See cece teas ee oie eae oe eerie Bey ema A nen te 703,874 
Gainrontpurchasexof lone. terial eb taal c tee eens ree te eer er 379,187 
MiscellaneOus tance mere rcmeec manasa cate omamee tee einer com ee crtadern aint chat cre ica Se aes 614,954 
2,471,996 
24,101,773 
Income deductions: 
Interestionjlongeterim Geb tee vce moate. te ents cee eee eee ene eee eee ’ 8,804,339 
MWR: On) MOV Al Ona) (OENAEIAW COMASENAN? ccrcocacacncnscaearoaarauaccocabearsanasnpatenannapanai i cenuencnsc: 262,500 
Other ctinter|est Pee Aenea. cote ec Gey hha ace eee eRe et eR ere ee cr ele ROPE 707,588 
DebtadiscountandsexpenSekalnotttZ ec mesa = tee teeanaes nn ee 206,472 
ExpensesmnelatingatonsSuerofeCOmlmlOmes |) alc Saseeeaeeeeent=e tent tasteeananen tr = 
9,980,899 
14,120,874 
Minority interest in acquired companies.............0........cccsseeeeeceeeeneeees 1,226,015 
Net earnings from services and other income before 
EXUPAOrdimary (tern S eee veh ese eee ester onn feetiet era ea re ener ee 12,894,859 
Extraordinary items: 
Gain on sale of land and recovery of 
(AON ASI OLN) IO L KOSS CNA). UN ESSUN METAL ss ccinccssnond.cndsanseuonstnaaneeonronc onensee nbipnoumeanneannsoabaeeaseene 183,463 
NetearniniesndNotes| 0)ice trent mens see etn ene tess ie gn arene $ 13,078,322 


(See accompanying notes.) 
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Consolidated 

1971 1970 
24,885,775 22,909,080 
24,885,775 22,909,080 
8,446,233 7,916,996 
1,856,724 1,468,526 
1,608,405 1,941,268 
1,033,486 754,742 
3,596,611 So One 
16,541,459 15,392,544 
8,344,316 7,516,536 
768,843 136,533 
237,544 46,032 
36,555 35,156 
224,874 169,656 
1,267,816 Stei7 Si / 
9,612,132 7,903,913 
4,306,496 3,020,915 
- 615,872 
38,577 248 263 
99,675 77,912 
— 18,139 
4,444,748 3,981 101 
5,167,384 3,922,812 
5,167,384 3,922,812 

175,000 - 
5,342,384 3,922,812 


STATEMENTS OF SOURCE AND APPLICATION OF FUNDS 


Year ended December 31, 


(See accompanying notes.) 


Combined 
(Note 1) Consolidated 
1971 1971 1970 
Funds provided by: 
Operations: 
Netgear ig samrenee titi erm renee tte Rin a. AO oe alte, Renae AAO: Se $13,078,322 5,342,384 3,922,812 
Add depreciation and other 
charges, less credits, not 
INVOlViNgacaShROUtla Vamenta ete nmeede epee cen. has ye re ccemie on epee 10,796,163 3,671,486 3,566,654 
23, 874, 485 9,013,870 7,489,466 
Proceeds from issue of long-term 
debt less expenses of issue . DEERE ee PR UC recone rn en ment ee ke ahr ct 9,979,722 9,979,722 8,592,452 
Proceeds from issue of common ARIES. bor ete Og ced Ee Ree eect ee ee ean eRe —- - 8,867,040 
Reduction in investments not having 
market quotations .. PA ee ce ace to RE A Ver hie reheat eter tb 1,040,875 1,040,875 — 
Decrease in accounts ele 
GUCEDEVOMCBONESY Calas ever sserrey noes se nreneaan cat era Sa eee Te ee 451,402 _ = 
Contributions for extensions to 
(8) FeTANG © [CELE ie, desanernnane eee nsaan rene eee rere, ie ie aN aera SNORE OR Ay Vee Onn Pr 1,406,238 652,536 186,857 
Proceeds from disposal of fixed assets................. ee ene Se ae Sere 680,841 306,780 440,294 
Oth eee ee EAR aera. Jn ae nee oe Cane ee a 35,830 13,795 28,386 
Total funds novices Fad Tere ge aan oe ERR TECER Sect OE as NOP PCY ore, _ 37,469,393 21,007,578 25,604,495 
Funds applied to: 
ANA GIEOSEOSIIMCC LASSE LS meer emt ee atena meant cate meister eet ony Niet ene net eee eee Ene 39,658,359 28,146,423 13,322,435 
Reduction of long-term debt . 3,749,223 1,849,695 217,250 
Dividends of Canadian Unites: “canned. 2,573,621 2,573,621 2.071 5S 
Dividends of acquired companies .............. 5,969,524 _ — 
RULCHASCROMMMVESUMICM US memeteeranee astern eens 60,714 51,581 36,485 
Reduction of consumer deposits .......... UTC Sao OEAE ACEC REO Pete picts we 3,136,388 317,382 _ 
Increase in deferred expense....................... iaasdi 595,651 400,000 — 
QATAR: ec cine cystic eater persone tec ene ROR EEE 145,124 49% 117 38,862 
OLA FUNAS*a DDIICC ams mamaria tetatates ng cae mearus acest 55,888,604 33,387,819 15,686,185 
Increase (decrease) in working capital. $(18, 419 9,211) (12,380,241) 


9,918,310 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended December 31, 


Balancesat: beginning Of Veal cxscce se tiaso: bates eee actrees een art ees eee eee ee eee 


Add net earnings 


Deduct dividends: 


5ouCumulativesredeemable:preferned ShareSpn cess ceccecacereer reece tere: Mee eet eee eter ece eee eer tee ee eee 


Cumulative redeemable preferred shares: 


Balance at end of year 


NOTES TO THE FINANCIAL STATEMENTS 


4%4% series 


DECEMBER 31, 1971 


1. 
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(See accompanying notes.) 


Basis of combination and consolidation: 


On January 5, 1972 the company acquired, by the issuance of its shares as set out below, the interests of International Utilities 
Corporation in the following companies: 


Canadian Western Natural Gas Company Limited 
Northwestern Utilities, Limited 
Northland Utilities Limited and subsidiaries 


(Herein referred to as the 


acquired companies.) 


The acquisition of the companies involved the following transactions: 


Consideration: 


1,105,000 common shares 


1,560,380 $1.25 cumulative redeemable convertible sec- 
ond preferred shares of the par value of $20 each... 


226,732 common shares 


Total consideration 


Deficiency (excess) of value of shares of acquired compa- 
nies after giving effect to the plan of corporate restruc- 
turing and acquisition over underlying net book value 
of those companies attributable to International 


Utilities Corporation ...... 


Net assets at book value to acquired companies at 


December 31, 1971 


6 foSENiCSm aan ee 
Common shares 


Canadian 
Western 
Northwestern Natural Gas 
Utilities, Company 
Limited Limited 
$39,780,000 _ 
— 31,207,600 
39,780,000 31,207,600 
(12,946,530) ( 4,668,219) 


$ 26,833,470 


20,039,301 


1971 


$17,727,794 
5,342,384 


23,070,178 


200,000 


63,750 
300,000 
2,009,871 


2,573,621 
$20,496,557 


Percentage 
ownership 
of equity 


shares 


87.7% 


100 % 
100 % 


Northland 
Utilities 
Limited 


8,162,352 
Oo, LOA 002 


47 ,387 


8,209,739 


1970 
15,876,135 

3,922,812 
19,798,947 


200,000 


63,750 
300,000 
1,507,403 


2,071,153 
17,727,794 


Percentage 
ownership of 
preferred 


shares 


100% 


Total 


39,780,000 


31,207,600 
8,162,352 


721495952 


(17,567,362) 


61,582,590 


Canadian 


Western 
Northwestern Natural Gas Northland 

Utilities, Company Utilities 

Limited Limited Limited 
Securities issued on corporate restructuring and acquisition 

as a percentage of total securities outstanding: 

COmMOnES hale meen erm met eR UNE Sc Mae en neem nO Wee lan 77 emukaa st 43.95% _ 9.02% 
Cumulative redeemable convertible second preferred shares .................. 100% 


A value of $36 per share has been attributed to the common shares of Canadian Utilities, Limited issued as aforesaid to International 
Utilities Corporation. 

The excess of the cost of the shares of the acquired companies (all acquired from International Utilities Corporation) over the 
underlying net book values, after giving effect to the plan of corporate restructuring and acquisition, amounting to $17,567,362 
has been included in the combined consolidated balance sheet at December 31, 1971 as a deduction from shareholders’ equity. 

Alberta Power Limited, a wholly-owned subsidiary of Canadian Utilities, Limited, was incorporated under the laws of Canada 
in 1971. As of January 1, 1972 Canadian Utilities, Limited transferred its undertaking, property and assets (exclusive of its 
shareholdings in the acquired companies) to this company in exchange for 105,000 5%% cumulative redeemable preferred 
shares of the par value of $100 each of Alberta Power Limited issued at par and 17,297,500 common shares of the par 
value of $1 each of that company issued at par plus a premium equal to the retained earnings of Canadian Utilities, Limited 
as of December 31, 1971 and the assumption by it of all liabilities, including bonds and debentures, of Canadian Utilities, 
Limited outstanding at the time of such transfer. 


The accompanying combined consolidated balance sheet as of December 31, 1971 gives effect to the aforementioned transactions. 


The combined statements of earnings and source and application of funds combine the consolidated results of operations and 
the consolidated source and application of funds respectively of the company and all of its subsidiaries including the acquired 
companies, for the year ended December 31, 1971 as though the acquisitions had taken place at the beginning of 1971. 

The consolidated financial statements include only the accounts of the company and its subsidiaries, other than the acquired 
companies. 


All material intercompany balances and transactions have been eliminated in both the combined and consolidated statements. 


Amortization and depreciation: 

Property, plant and equipment is amortized and depreciated in accordance with orders of the regulatory bodies as follows: 

General plant (exclusive of transportation and moveable equipment) on a straight line basis at effective rates from 2% to 5% 
per annum on the gross cost of the plant at the preceding December 31, less contributions for extensions to plant at that 
date. 

Natural gas and underground storage facilities at the rate of 142% per annum on cost at preceding December 31, plus an amount 
based on unit withdrawals. 


Other plant at various rates based on the estimated lives of the assets. 


Preferred shares: 
Authorized January 1, 1972 (See Note 4): 

40,000 5% cumulative redeemable preferred shares of the par value of $100 each. 

150,000 series preferred shares of the par value of $100 each, issuable in series, of which 15,000 shares have been designated 
as cumulative redeemable preferred shares, 444% series and 50,000 shares have been designated as cumulative redeemable 
preferred shares, 6% series. 

1,780,000 $1.25 cumulative redeemable convertible second preferred shares of the par value of $20 each, convertible into 
5 common shares up to January 15,1982 and into .4 common shares up to January 15,1992 and having one vote in 
respect of each two shares. The conversion rates are subject to adjustment under certain circumstances. 
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Issued: 
Issued and redeemable at the option of the company on thirty days’ notice: 


AOiO00sSharess59on(redeemmablematadil OZ ae TES [n.elrie)) eee eee miele oe eee er gS $ 4,000,000 
> OOORsSharese420eusentesn(nedeemab erated O22 50s pets tale) eeete eta ee ee eee en ere ert ne eee 1,500,000 
50,000 shares 6% series (redeemable at $105 per share on or before February 1, 1972, thereafter 
reducing at various dates to a minimum redemption price of $101 per share) ..............cce 5,000,000 
Issued and outstandimem, Decermlbe tcl st ieee eee ee eee eee ee eee eee 10,500,000 
Issued and non-redeemable up to January 15, 1982 (unless the number of shares outstanding is equal 
to or less than 75,000), thereafter redeemable at the option of the company on thirty days’ notice at 
$20 per share: 
1,560,380 shares, $1.25 — issued January 5, 1972 in exchange for 1,560,380 ordinary shares of Canadian 
Western Natural Gas Company Limited or 87.7% of the outstanding shares thereof (Note 1).................. 31,207,600 
$41,707,600 
Common shares: 
Authorized January 1, 1972: 
5,000,000 common shares without nominal or par value 
ieeued Number of Value of 
shares shares 
Issued:torDecemberts le T9O7 Le ete 28 ee tees Sees 4 etre eet ly ee ee 1,182,274 $17,297,500 
Issued January 5, 1972 in exchange for all the outstanding common shares of 
Nonthwesternmu tihitve sem leniaalite cl GIN © teil) iseeeee tert ere eer er nee 1,105,000 39,780,000 
Issued January 5, 1972 in exchange for all the outstanding common and preferred 
Sneies Oi Nioradaeiatel Whalers Wane! (INOUE! I) cog cccansoacususpocaseusconsoanngmasapunosssaasosesbesessass 226,732 Sllo28s52 


2,514,006 


$65,239,852 


On January 1, 1972 Canadian Utilities, Limited obtained supplementary letters patent, extending the objects of the company 
to make them consistent with those of a holding company and increasing the authorized capital of the company by the creation 
of (i) 1,780,000 $1.25 cumulative redeemable convertible second preferred shares of the par value of $20 each and (ii) 3,500,000 
additional common shares without nominal or par value ranking in all respects on a parity with the 1,500,000 issued and 


unissued common shares of the company. 


The company has reserved 1,039,980 common shares for issue as follows: 
In connection with share purchase warrants outstanding exercisable at a price of $36 per share (price is 
subject to adjustment in certain circumstances). The warrants expire May 15, 1978.......000..00.00000000.. 

In connection with the $1.25 cumulative redeemable convertible second preferred shares 


Minority interest: 
Minority interest consists of the following: 
Northwestern Utilities, Limited: 
105,000 4% cumulative redeemable preference shares of the par value of $100 each 


Canadian Western Natural Gas Company Limited: 
275,410 4% cumulative redeemable preference shares of the par value of $20 each ........000..cececee eee 
200,000 52% cumulative redeemable preference shares of the par value of $20 each 
12.3% interest in equity 


149,980 
890,000 


1,039,980 


$10,500,000 


5,508,200 
4,000,000 
35/7 90,269 


$23,743,489 


6. 


Long-term debt: 
Long-term debt is summarized as follows: 


Alberta Power Limited (Note 1): 
(Obligations of Canadian Utilities, Limited at December 31, 1971) 


First mortgage sinking fund bonds: 
SOMES (AN SSM Ase, WLW: aIUIARES dN, BESVA2* 7. co ecnsatanaeona/ eantarona cndease nee coer aoe ee nen stanPeEES nanan 
Seilesise——S--7 ov ommaues ecenn beta lm 1 O74 te wrt enn eee ere e ene oo eee Sue ee 
Series C — 3-2/5%, due December 1, 1975 . 
Series D — 4-1/4%, due November 1, 1979 
Sanies [E = Ze (SMe, GUS Noval) tL, WISI... cocasessaeascossou/enouasonseanaobbaneaanancedsonagansnbsaenaesubbben 
SOMES |P—= Dall /AYo. alias Dhererelanetete tl, SUSAGy oo nsscavscnudapeaccanaeornonen aseenadosGane-nbe.etonteeteenae es 
SenleSt Gia 2O- 57 Ovo mC eI UIT Ci Lim OO 0) Sperm te ae naire wenn uate uy nue iee Wainy ne are 
Series H — 6-1/2%, due February 1, 1992........ Say Pda cadas pene Mi syed Dnt eny teed 2 gL) 8 55 

Sinking fund debentures: 
Series A — 7-1/4%, due May 15, 1988.......... baad fibers Ragag toate ert: Mtoe cant ema een oan tk 
SEHES [3 = OBB, CWS Weeaamleeie IS, OM, oa. cccnscscncssecassongonso snsonvedbaragh snobs Lsannsebancnenee 
Seiieste Geer Ou om CU Gee) Ui) Cael Mm LO. Oper eee meant a kere tc orients tere fearat A eye Meet ee cer eee eae 


Canadian Western Natural Gas Company Limited: 

First mortgage sinking fund bonds: 
Saes: 1B <= Sas/AW,, CWS TAS SAME AG Al, SIEVE soo snssossosonoonusmenon bondeeooonteeannesaueeuadedoa veeweanacans 
SeniessGi— B= 37, OvomeGUCG AD IIle Uae S GS see secre at eee nee nee en Onecare 
SenieseDE—- 5-5: ,Ovomm cue Vaya le :9 & 9 seer tein sneer Later ha arr e Snr ey ann eens ae : 
Seniesa Eye Jom Wer IU Mes Sal OO Oe sent ty ti ace entries ee St Ree Ane Carer ath taupe ne ee 

Sinking fund debentures: 
P31 Aloe ea ecelmD eke EO 9 O trai: epee tence Mera re teen ian en eee eee ks eee 


Northwestern Utilities, Limited: 
First mortgage sinking fund bonds: 
Seles (2 = SHOE on Clan Wreroreinmietsle Eo, MSA a. cca saueaoecorsauecans anda dabdaannosmanesenoaaacaunaneaanes 
SEMGS [FS @ESAIS, Glue) SIUM WS), SAS) ou canccoocnesanciaacoporsomanddocdonseceonseensnnsnanafdsonsances 
SeMES ES. Seyi), VolWMeN Averell! Way, SH SISh 2. 2. oy sasaceoeaandaaeuneedooceaaceseaceak sAenandacuaaseassnaaseneene 
SENS fl — Besa. ClO Mee We WES cco sacoonnon anapneeiqaacr unriaoasdunnadoh inadeasnahsahenarhennsspans 
Seniesa meso sly Alem dues Vay elite | OS 2 tee ee ech nn tease agua aan seen Mee eccnigA dun rece eee 
Sanes Jo = Ses, clue Drecemmlyay Wey, NOSE aac ccnscacsunancoans esuane shasneasanbene NA ee A teat 


Northland Utilities Limited: 
First mortgage sinking fund bonds: 
SHAS (EF Sane fulsnecleldbiel aye al, (RSet as ah85 = snot acco duannias uacans aon meaak a aaa aeenaaicens ua mcosc oe? 
Seniesa Ge— 5-314 ome UCRIV a Vim lied 9777 sere reeicnsy ercene erect eset cc Ade cea secant emacen cee acre eon aeed 
SOs ID Basia, wlures (Drerersinmlevele 10, SUSIASS: «case seacocssscadosacoonunoteene dounasacniaaS aden cumaneceuce 
Sanes |E = Galva, cle Oreo orete IS), WSIS «ns. sanoanasneoponaaosedesasos speenaboacee sauudas sseeHsecosaanDs 


SIPCH AN MRLO Lt CON TY) CEL tee es 9-e te ca esteeerss ays aeetereeaats eects ete es wah beh da te UE enna Guta natn eemnrm ae mokono inet 
DeductacUrnentanmatuitltieSsan GlGas mie! ClsOVa UGU'ST CC Sime memmm ares sereeese eee eee eee tee en ate aan ear 


DOnmelehinmceD tess CUnreMt MMAtUIRIMGS ANIC (CASIN t.5.cespcuesria. Mae: ented err tasyciceer saree eese eae taer 


Combined 
Consolidated 


Consolidated 


1,457,500 
461,250 
1,980,000 
3,520,000 
3,251,000 
5,000,000 
12,000,000 
8,000,000 


14,750,000 
9,000,000 


10,000,000 
69,419,750 


4,447,000 
3,009,000 
4,250,000 
6,440,000 


10,000,000 


28,146,000 


1,540,000 
1,827,000 
4,626,000 
9,113,000 
4,480,000 
7,984,000 


29,170,000 


624,000 
632,500 
670,000 


3,448,000 


5,374,500 


Sy MO) ZC 


Cen IOVS 


69,419,750 


1,561,250 


$129;5313;372 


67,858,500 


The long-term debt outstanding and current maturities thereof are stated after deducting bonds and debentures which have 
been purchased by the companies and are held for future sinking fund payments and excluding requirements which may be 


satisfied by certification of property additions. 


Instalments of long-term debt, excluding requirements which may be satisfied by certification of property additions and after 
deducting bonds and debentures which have been purchased as described in the preceding paragraph, maturing in each of 
the calendar years 1972, 1973, 1974, 1975 and 1976 amount to $2,782,500, $3,345,561, $3,403,250, $5,370,500 and 
$12,708,500 respectively on a combined consolidated basis and $1,561,250, $408,750, $993,750, $2,334,000 and $10,507 ,000 


respectively on a consolidated basis. 
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The trust deeds and indentures of the acquired companies and Alberta Power Limited securing first mortgage bonds and sinking 
fund debentures place limitations on these companies and their subsidiaries including restrictions on the payment of dividends 
on their common and ordinary shares and upon the redemption or repayment of their preferred, preference, common and 
ordinary shares. To December 31, 1971 all of the conditions of the trust deeds and indentures had been met. 


Income taxes: 

In fixing rates, except for the matter referred to in the succeeding paragraph, the Public Utilities Board for the Province of 
Alberta permits the utility companies to recover only taxes payable currently and accordingly, to the extent that capital cost 
allowances are claimed in excess of the depreciation recorded in the accounts, there has been a related reduction in the amount 
of income taxes otherwise payable. 

The companies are permitted, however, to record deferred tax credits in respect to the acquisition of natural gas rights for their 
utility systems, but, at the specific requests of the major communities served, they have agreed with effect from January 
1, 1967 to amortize such deferred tax credits by credit to the annual provisions for income taxes over a ten-year period. 

The effect of the reductions in the combined annual provisions for income taxes, contained in the combined statement of earnings 
resulting from the use of the methods referred to in the two preceding paragraphs as compared to the annual provisions 
on a tax allocation basis is that provisions have been reduced by $2,100,000. The annual provision in the consolidated statement 
of earnings has been reduced by $1,320,000 ($925,000 in 1970). The cumulative amount of deferred tax credits to December 
31, 1971 on acombined consolidated basis is $17,900,000 of which $1,774,595 has been recorded in the accounts. The cumulative 
amount of deferred tax credits to December 31, 1971 on a consolidated basis is $8,920,000. 


Commitments: 
Commitments under contracts pertaining to construction of new plant amounted to approximately $12,110,000 at December 
31, 1971 on a combined consolidated basis and $10,300,000 on a consolidated basis. 


The companies have in effect a pension plan covering substantially all of their employees. At December 31, 1971 the aggregate 
unfunded past service liability, being amortized over periods not exceeding twenty years, amounted to approximately $2,931,000 
on a combined consolidated basis and $693,000 on a consolidated basis. 

Remuneration of directors and officers of Canadian Utilities, Limited: 

During the year ended December 31, 1971 the company paid aggregate remuneration of $16,250 to 13 directors as directors 
($15,000 to 16 directors in 1970) and $174,925 to 12 officers as officers ($198,479 to 15 officers in 1970). Three officers 
were also directors in 1971, four in 1970. 


Net earnings per common share: Combined 
(Note 1) Consolidated 
1971 1971 1970 
Basic: —— — od 
NEL CEV TAINS URC SMCS. MAG) OUMET MMCONME .cecnnococonsacnsoenavsenvacvooesencedosoadacansegacderesoeeses socnsnaesaanes $4.13 3.89 Sy/ll 
Extraordinary items: 
Gain on sale of land and recovery of provision for loss on investment .........................0000000 .07 15 _ 
NGU Car nim s stoscon rts, meres Ri cee ont tie Meander esa. ee ot Tee at 8 Se $4.20 4.04 SA ll 
Fully diluted: 
Netreammingsfromeservices anc Otel CON Gaeta cece r ee pte etree eer torte eve eee $3.64 3.61 3.38) 
Extraordinary items: 
Gain on sale of land and recovery of provision for loss on investment .............0000cccccecceceeeee .06 14 — 
Netiearningss Sacctncn: amas terete cetamon inact eet ce ace oe om et od ere $3.70 S575 3:39 


The calculation of net earnings per common share on a combined basis assumes the common and second preferred shares 
issued on January 5, 1972 had been in existence throughout 1971. 


In the fully diluted earnings per common share calculation, the assumption is made that warrants for the purchase of 149,980 
common shares at $36 had been exercised at the beginning of each year and that the funds derived therefrom had been 
invested to produce an annual rate of 8% before applicable income taxes. In addition, the calculation on a combined basis 
assumes conversion of the second preferred shares at the beginning of 1971. 


Subsequent events: 

On January 7, 1972 Canadian Utilities, Limited made an offer to acquire the remaining 219,620 ordinary shares of Canadian 
Western Natural Gas Company Limited not owned by it in exchange for its $1.25 cumulative redeemable convertible second 
preferred shares on a one-for-one basis. To February 4, 1972, a total of 136,317 ordinary shares had been deposited in acceptance 
of the offer. 


The company has entered into an agreement dated February 9, 1972 with underwriters for the sale to them of $30,000,000 


principal amount of 8%8% Debentures 1972 Series (unsecured) to mature March 1, 1992 at an aggregate price of $29,460,000. 
The net proceeds to be received by the company are $29,385,000 after deducting expenses of issue, estimated at $75,000. 


(CLs 


CANADIAN UTILITIES, 
LIMITED 


summer recess. Shareholders of this company 
will continue to receive a dividend tax credit, 
although it will be in a modified form, under 
the provisions contained in Bill C-259. The 
proposed tax laws have turned out to be 
consistent with the representations made by 
this company in that they do not include the 
specific provisions of the White Paper which 


CONSOLIDATED STATEMENT 
OF SOURCE AND APPLICATION OF FUNDS 


Funds provided by: 
Operations: 


Net earnings 
Depreciation and other non cash items 


Proceeds from issue of debentures 
Proceeds from disposal of fixed assets 
Contributions for extensions received (net) 


Funds applied to: 


Additions to fixed assets 

Payments of dividends 

Reduction of long term debt 
Increase (decrease) in working capital 
Other (net) 


had caused special concern for shareholders 
of utility companies as compared to share- 


holders of other enterprises. 


JOHN E. MAYBIN 
Chairman 


Edmonton, Alberta, 
August 9, 1971. 


Six Months Ended 


June 30 
1971 


$ 2,902,089 
2,017,198 


4,919,287 
10,000,000 
39,294 
223,980 


$15,182,561 


$ 7,289,803 
1,286,885 
1,770,500(a) 
4,811,549 

23,824 


$15,182,561 


1970 


2,225,406 


1,816,255 


4,041,661 
134,907 
148,581 


4,325,149 


4,897,109 
1,035,652 
109,500 
(1,777 234) 
60,122 


4,325,149 


(a) Includes $1,457,500 Series “A” First Mortgage Sinking Fund Bonds maturing June 1, 1972. 
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ELECTRIC POWER SERVICE 
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